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Chairman’s Note

This Report is presented as the fifth one published by the Committee
on Public Enterprises of the Eighth Parliament and I would like to draw

your attention on a few specific matters contained in this Report.

The report we submitted to Parliament regarding the bond issuing
process of the Central Bank of Sri Lanka resulted in special attention
and respect towards the Committee on Public Enterprises to flow from
the society and at the same time, a few interventions on the part of your
Committee caused a dialogue in Parliament and out in the media
regarding the scope and powers of your Committee. For this very
reason, this report has made an attempt to give a brief introduction
about the functioning of the Committee and the powers conferred on it
by the Standing Orders. I hope that the excerpts will be given attention
by Members of Parliament who peruse this Report as well as all
sections of the academia. Any person who will derive an understanding
about this scope will be able to understand that all the Members of
Parliament who comprise this Committee have acted with
responsibility regarding, having acted within the legislative framework

pertaining to the oversight function over public finance assigned to us.

Similarly, this report contains problems identified in respect of fifteen
state enterprises summoned before the Committee during the period
from 01.09.2016 to 28.02.2017, the recommendations given by the
Committee pertaining to such problems, the present status with regard
to the problems and the programmes shown in acting according to the

recommendations of the Committee.
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At the same time, the annexes pertaining to each enterprise, which the
Committee identified as important to those who refer to the Report,
have been added as annexes to the part of the Report pertaining to each

enterprise.

As all the investigations that can be seen in this Report are those having
evidence that have been substantiated through audit queries by officers
of the Auditor General’s Department, rather than calculating the
number of years to verify under which regimes these financial losses
and administrative lapses have occurred, I emphasize that it is the
responsibility of all stakeholders who exercise power at present to
unveil the losses caused to the country, to people and to taxpayer’s
money and take action against the officers who caused such losses and
political authorities who gave them approval and backing for it, and

prevent the recurrence of such losses.

The thing that could happen by allowing these Report to accumulate in
the garbage bin of history while similar lapses are continuing is people
losing trust in not only these Reports but also in your Committee, which
prepares these Reports. It is the hope of all of us that it will be possible
to prevent it and build trust towards the Committee, which present
these Reports, as well as the Cabinet and officers, who make up the
implementation structure in respect of the matters revealed by the
Reports and recommendations made therein. I optimistically expect

that the attention of all stakeholders will be drawn in this regard.

I wish to extend my gratitude to the Hon. Members of Parliament who
serve on the Committee, who assisted in preparing this Report,
Secretary of the Committee Office and all officers who contributed to
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prepare the Report expeditiously, Auditor General and his staff,
officers of the Ministry of Finance, the Department of Public
Enterprises and the Department of Government Budget, and all the
officers to the Interpreters’ Office in Parliament, who did the
translation work.

Sunil Handunnetti
Chairman
Committee on Public Enterprises
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Legislative Framework of Committee on Public
Enterprises

An important dialogue has emerged in the society with regard to the
Committee on Public Enterprises due to special investigations and
interventions made on the part of the Committee for the purpose of
strengthening Parliament’s control over public finance during the present
period.

In such a backdrop, it is important to focus on the following in order to
have an understanding about the Committee on Public Enterprises and its
functioning and the legal context.

Committee on Public Enterprises

The Committee on Public Enterprises, which was created on 21 June 1979,
is a Committee of Parliament established at the beginning of each Session
of Parliament under Standing Order 126 of the Standing Orders of
Parliament comprising twelve Members of Parliament nominated by the
Committee of Selection.

Composition

Provision has been made under Standing Order 126 to appoint twelve
members to this Committee and Parliament proceeds to appoint a number
of additional Members to the Committee by a Motion in Parliament to
revise the number of Members applicable for each Session as warranted.

As such, a Motion had been adopted by Parliament at its Meeting held on
4 November 2015 to increase the number of Members of Parliament to 24
applicable to the First Session of the Eighth Parliament and subsequently,
a further Motion was passed by Parliament on 26 February 2016 to
increase the number even further to 26.

Therefore, as it is in effect at present, the Committee on Public Enterprises
comprises 26 Members of Parliament nominated by the Committee of
Selection. The change that has taken place in the number of Members of
Parliament of the Committee can be understood from the following chart:
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Parliament

Period

Number of
Members of
Parliament Serving
in the Committee

First  Parliament

1978.09.07 - 1988.12.20

0

Second Parliament

1989.03.09 - 1994.06.24

12

Third Parliament

1994.08.25 - 2000.08.18

13

Fourth Parliament

2000.10.18 - 2001.10.10

12

Fifth  Parliament

2001.12.19 - 2004.02.07

15

Sixth  Parliament

2004.04.22 - 2010.02.09

18

Seventh Parliament

2010.04.22 - 2015.06.26

31

Eighth Parliament

2015.09.01 to Date

26

Chairman of the Committee

The Members of Parliament to be nominated to the Committee are selected
to make up a representative group in terms of political parties. At the first
meeting, the Members of Parliament belonging to the Committee elect a
Chairman by vote. The quorum of the Committee is 04 Members.

Hon. Sunil Handunneththi, M.P., serves as the Chairman of the Committee
on Public Enterprises at present. Since the Committee’s inception, the
following Members of Parliament have held its Chair with great
commitment for its advancement:

1. Hon. George Abeygunasekara,M.P.
ii. Hon. M.S. Amarasiri, M.P.
iii. Hon. J.A.E. Amaratunga, M.P.
iv. Hon. Wimal Wickramasinghe, M.P.

v. Hon. Rohan Abeygunasekara, M.P.

vi. Hon. Reggie Ranatunga, M.P.

vii. Hon. Jeyaraj Fernandopulle, M.P.

viii. Hon. Rohitha Bogollagama, M.P.

ix. Hon. Wijedasa Rajapaksa, M.P.
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x. Hon. W.D.J. Senevirathna, M.P.
xi. Hon. D.E.W. Gunasekara, @ M.P.
xii. Hon. Sunil Handunneththi, M.P.
Role
In terms of Standing Order 126 (2), the function of the Committee is to
examine the accounts tabled in Parliament from any state Corporation or
any trade or other enterprise vested in the government and the report of
the Auditor General regarding such accounts. As such, the financial affairs

of the following establishments are subjected to the scrutiny of the
Committee:

i. State owned enterprises

State Banks

State Corporations

State Boards

State Bureaus

State Authorities

State Industries

Commissions

Universities

Foundations/ Foundation Institutes

State-Owned Companies

YV V.V V V V VYV VYV V V V

State-Run Funds
1. Enterprises with more than 50% state ownership

» Companies, whether registered or treated to have been
registered under the Companies Act No. 7 of 2007, 50% or
more shares of which are held by the state, by state-owned
companies or by a local government institution,

» Funds
» Agencies

iii. Other subsidiary institutions belonging to Ministries and
Departments
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» Institutions
» Companies
» Authorities
iv. Subsidiary institutions belonging to enterprises of state ownership
» Companies
» Private Companies
» Public Companies
v. Affiliated institutions
» Companies
» Private Companies

vi. Subsidiary institutions belonging to the Associated Newspapers of
Ceylon Limited

» Private Companies

vii. State-owned funds

The Committee on Public Enterprises currently in operation during the
First Session of the Eighth Parliament has held 98 Meetings of the
Committee from 26 November 2015 to 26 July 2017 and summoned 69
institutions before the Committee and examined them.

Things Subjected to Examination -

1. Account Reports
1. Budgets and Annual Estimates
iii. Financial Situation
1v. Procedure for financial affairs
v. Procurement Plans and Combined Plans of the institution

vi. Reports of the Auditor General, audit observations and audit
opinions

vii. General Management and current performance.

X1v



The Fourth Report of the Committee on Public Enterprises during the First Session of the

Eighth Parliament of the Democratic Socialist Republic of Sri Lanka

Powers of the Committee

As per the provisions of Standing Orders 126 (3), 126 (4) and 126 (5), the
Committee has the power to:

ii.

1il.

iv.

V.

. report to Parliament from time to time on matters examined and

any matter arising therefrom,

appoint Subcommittees of its own Members when it deems
necessary for the performance of its functions,

summon anyone and question them for the purpose of performing
the functions of the Committee or Subcommittees,

call any letter, book, register or any other document before the
Committee and inspect same, and

Access any stores, warehouses or other properties.

Participation in Meetings of the Committee

i.
ii.
iii.
1v.

V.

V1.

vil.

Viil.

Chairman of the Committee

Members of Parliament representing the Committee

Secretary to the Committee and other relevant officers of the staff
Auditor General and other representatives of his staff

Staff representing the Treasury

» Department of Public Finance

» Department of State Accounts

» Department of National Budget

» Department of Public Enterprises

Secretary to the Ministry to which the institution summoned
belongs to (chief accounting officer)

Head of the institution summoned (accounting officer)
Following officers of the institution summoned:

» General Manager

Director Finance

Members of the Board of Directors

Chief Legal Officer

>
>
>
»  Chief Internal Auditor and other relevant officers.
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Functioning of the Committee

The following flow chart depicts the manner in which the Committee on
Public Enterprises performs its role methodically:

1. Holding the Inaugural Meeting of the Committee for Electing a
Chairperson
Electing a Chairperson, preparing annual plans and deciding on the institutions
to be summoned before the Committee by Members at a Meeting.

e -

2. Formulating Monthly Programmes
Monthly plans are prepared in the beginning of each month to
decide the institutions to be summoned before the Committee in
each month from among the institutions initially decided for

examining. -
=] gy -
\ Y 2

3. Sending Letters of Summoning %
Letters are sent giving one month ahead of the examination to the institutions

decided to be summoned before the Committee. This letter informs the
respective institutions of the matters to be discussed, reports that should be
presented, and orders and rules that should be followed.

Copies of these letters are sent to the Secretary to the President, Auditor
General, Ministry of Finance (Representative Departments of the Treasury)
and other relevant divisions for summoning necessary documents and
information before the Committee. .

S 2

4. Conducting Preliminary Discussions
Pre-discussions are conducted before the Meeting of the Committee with the
participation of the Secretary to the Committee, other relevant officers of the
Committee Office and officers of the Auditor-General's Department regarding
the specific problems that have arisen with regard to each institution to be
summoned before the Committee and matters that should be subjected to

discussion. _
|
"\ 4
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5. Questioning Before the Committee
Management of each institution is questioned with regard to the
problems identified at the preliminary discussions and issues
submitted through the brief notes prepared by the Auditor-
General's Department pertaining to the respective institution.

=ij=

6. Referring the Directions and Recommendations of the
Committee to Relevant Institutions
The chief accounting officer and the accounting officer are informed of
the decisions and recommendations by the Committee in writing
pertaining to the matters subjected to discussion by the Committee.

7. Obtaining a Repl
The chief accounting officer and the accounting officer are to ensure that the
reports concerned are submitted within the timeframe specified for reporting
the progress with regard to the implementation of the directions of the

| U

8. Reviewing the Progress
The progress reported with regard to the implementation of decisions of the
Committee is reported to the Chairman and the Members of the Committee and
the progress achieved by the institution is subjected to review by the
Committee.
If the Committee is not satisfied with the functioning of the institution,
action is taken to summon the institution concerned before the Committee

again and again. .

9. Reporting to Parliament
Once every quarter, a report containing the reviews and the recommendations
by the Commiittee regarding the institutions summoned before the Committee
during the period concerned is submitted to Parliament.

\v\l/

10. Feedback
Even after the Committee has submitted the report to Parliament, the
Committee scrutinizes the progress of the issues that still remain to be
solved with respect to each institution cited in the report.
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Responsibility of the Committee

As it has been acknowledged without reservation by both the Executive
and the Judiciary, Parliament wields the full control of the government’s
finance in terms of the provisions of the Constitution. Parliament allocates
funds annually to budgetary classification units through the Appropriation
Bill. The Auditor General audits the annual accounts prepared to depict
the spending of money so allocated, which provides the basis for the
examinations of the Committee on Public Enterprises.

The fundamental responsibility of the Committee is to ensure financial
discipline, i.e. proper maintenance of revenues including earnings, various
funds built from such revenues and spending of money by the government
institutions.

For the purpose of fulfilling that responsibility, the Committee submits its
reports to Parliament from time to time in terms of the provisions of
Standing Order 126 (3) and the recommendations contained in them are
considered directives that should be followed by relevant Corporations
and Statutory Boards.

The numbers of reports submitted by the Committee to Parliament are as
follows:

Parliament Number of Reports
Submitted
First Parliament 10
Second Parliament 5
Third Parliament 1
Fourth Parliament 1
Fifth Parliament 2
Sixth Parliament 5
Seventh Parliament 6
Eighth Parliament 4
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Intervention of Committee on Public Enterprises within the
Structure of Public Finance

According to Article 148 of the Constitution, the power to control public
finance rests with Parliament.

In terms of the powers vested in the President by Article 43 (2) of the
Constitution, the President has assigned the financial affairs of the
Republic to the Minister of Finance. That means the Minister of Finance
is assigned the task of monitoring of all financial affairs of the government
including collection of receivable money (revenues and other) and
spending!.Accordingly, the Minister of Finance should account for the
subject of finance. It is the duty of the Minister of Finance to answer to
Parliament for all receipts and payments of the government. Therefore, the
Minister (or the Treasury on his behalf) imposes the limits within which
the institutional money transactions of all types should normally be carried
out.

For the purpose of his performance of responsibility, it is imperative that
the Minister of Finance nominate officers for the collecting and spending
of public funds on his behalf. Therefore, the Minister of Finance should
appoint chief accounting officers? and accounting officers3 and assign
them the responsibilities including monitoring of monetary affairs* subject
to the directives by the Treasury.

I Provisions pertaining to monitoring of monetary affairs FR 124 (1) in Financial
Regulations are also applicable.

2 According to FR 124 (2), the Minister of Finance appoints the Secretary to the Ministry
of each Ministry as the chief accounting officer assigns to this officer the responsibility
of monitoring the monetary affairs (as the chief accounting officer) of the Department
subject to the directives of the Treasury. In addition to the Secretaries of the Ministries,
officers in charge of the Departments specifically mentioned in Article 52 (4) of the
Constitution and other Departments that are not supervised by Secretaries of Ministries
become chief accounting officers.

3 Unless otherwise arranged by the Treasury in terms of FR 125, each head of Department
also becomes the accounting officer in respect of all monetary transactions.

4 FR 127 and FR 128 specify the responsibilities of chief accounting officers and
accounting officers respectively.
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Article 154 (1) of the Constitution lays down that the Auditor General
should audit the accounts from: all government Departments; Presidential
Secretariat; Prime Minister’s Office; offices of the Cabinet Ministers,
Judicial Service Commission; Constitutional Council; Commissions
mentioned in the Schedule to Article 41 (b); Office of the Parliamentary
Commissioner for Administration (Ombudsman); Parliamentary
Secretariat; local authorities; State Corporations; trading enterprises and
other enterprises vested in the government under any written law; and
companies, of which 50% or more than 50% shares are held by the state,
by state-owned companies or by a local government institution, whether
registered or treated to have been registered under the Companies Act No.
7 of 2007. It has also been laid down that the Auditor General should,
within ten months from the expiration of the financial year or whenever
the Auditor General deems it necessary within those ten months table in
Parliament a report on his performance of duties and functions during the
year concerned in terms of Article 154 (6) of the Constitution.

This flow can be depicted as follows:

Parliamen

Auditor General Minister in charge of
the subject of

Chief accounting officers/
accounting officers (of the

institutions examined)

Note 2 - Structure of Public Finance
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Intervention by the Committee on Public Enterprises in the
Government Financial Structure

After the Auditor General has submitted reports pertaining to each
institution in terms of Article 154 (6) of the Constitution, they are printed
and made public. The Committee summons before it the institutions that
fall under the purview of the Committee on Public Enterprises (from
among the institutions on which audit reports have been produced)
pertaining to matters revealed by the audit reports and pertaining to the
matters which the Committee deems it necessary to subject to
examination.

The Department of Public Finance, Department of Public Accounts, the
Department of National Budget and the Department of Public Enterprises,
which Departments are under the Treasury, provide the Committee with
information necessary for the examinations carried out by the Committee.

The Auditor General constantly gives advisory support to this Committee
while extending his contribution to the Committee by supplying annual
audit reports as well as periodic reports on matters which need special
attention of the Committee in respect of these institutions.

The Committee, with the assistance of the Auditor General and the
representatives of the Treasury, submits to Parliament from time to time
detailed reports that are prepared by it with its recommendations
pertaining to facts unveiled through general inquiries and spot inspections
regarding the institutions summoned before the Committee and
investigations carried out with regard to special incidents involving them.

This flow can be depicted as follows:

XX1



Parliamentary series No 313

ﬁ

Committee
on Public Minister in charge of
Entreprises

the subject of finance

Chief accounting officers/

accounting officers (of the

institutions examined)

Note 2 — Intervention by COPE in Public Finance

Following such reports being tabled in Parliament, copies of same are
referred to the Treasury and Secretaries of relevant Ministries.

After receiving the report of the Committee on Public Enterprises, it shall
be the duty of accounting officers and all chief accounting officers to study
the various comments and recommendations made in the report together
with the Treasury notes thereto and treat those as guidelines for their future
financial affairs.
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First Session of the Eighth Parliament

Fourth Report of the Committee on Public Enterprises

The Committee on Public Enterprises is happy to present its fourth report
of the Eighth Parliament.

The Auditor General, under the Committee on Public Enterprises, audits
the accounts of all government Corporations and the Corporations
registered under the Companies Act No. 7 of 2007 of which 50% or more
than 50% of the shares are borne by the government or a Government
Corporation or a Local Authority.

Accordingly, the observations and recommendations with regard to the
following 15 institutions that have been examined by the Committee from
01.09.2016 to 28.02.2017 have been included in this report.

The Institutions examined by the Committee on Public Enterprises in
2016.

Institution Date on | The period of time taken
which it was | for examination
examined

1 National ~ Transport | 06.09.2016 | Auditor General’s
Commission report for 2012 and the

present performance

2 Sri Lanka Tourism | 09.09.2016 | Auditor General’s
Development Reports  for 2011,
Authority 2012,2013 and 2014 and

the present
performance.

3 Airport and Aviation | 09.09.2016 | Auditor General’s
(Sri Lanka) Ltd., Report for 2012 and the

present performance.

4. Corporative 20.09.2016 | Performance and
Wholesale present condition.
Establishment and
Lanka Sathosa

5. Central 21.09.2016 | Auditor General’s
Environmental reports for 2013 and
Authority
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2014 and the present

performance
6. People’s Bank 22.09.2016 | Auditor General’s
reports for 2011, 2012
and 2013 and the
present performance.
7. Sri Lanka Ayurvedic | 04.10.2016 | Performance and
Drugs Corporation present condition
07.12.2016 | Performance and
present condition
8. National Lotteries | 05.12.2016 | Performance and
Board present condition
07.02.2017 | Performance and
present condition
9. Ceylon Petroleum | 25.01.2017 | Auditor General’s
Corporation Report for 2014 and the
present performance
10. | Lanka Mineral Sands | 26.01.2017 | Performance and
Ltd., present condition
07.02.2017 | Performance and
present condition
11. | Geological Survey | 07.02.2017 | Performance and
and Mines Bureau present condition
12. | Hingurana Sugar | 08.02.2017 | Performance and
Company Ltd., present condition
13. | Ceylon Fisheries | 09.02.2017 | Auditor General’s
Corporation report for 2012 and
Performance and
present performance
14. | Independent 21.02.2017 | Auditor General’s
Television Network report for 2015 and
2016 and Performance
and present
performance
15. | University Grants | 22.02.2017 | Auditor General’s
Commission report for

2011,2012,2013 and
2014 and Performance
and present
performance
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National Transport Commission

(Ministry of Transport and Civil Aviation)
Date of Examination: 06t September 2016

Main issues identified

01. Procurement plans for 2012, 2013, 2014 and 2015 have not
been approved by the Board of Directors

Further there were instances where the procurement plan did not align with
the budgeted expenditure and the expected goals of the Action Plan.

Rs. 1,705,343/- that was spent to print the stickers of destination boards
and details of emergency telephone numbers in 03 occasions in 2015 has
been spent without following the proper procurement procedure.

Further, the committee expressed its concern for not having a Director in
the institution to entrust the financial responsibility.

Recommendations

Submit a report to the Committee within two weeks time about the
officers responsible for financial activities of the institution within the
context that the procurement plan has not been properly approved and the
courses of action that have been taken to change this situation.

Reporting current situation and the progress

The said Commission has reported that the Scheme of Recruitment and
the Promotions procedure of the National Transport Commission was
approved in 2014 and accordingly applications were called on several
occasions to recruit Director ( Finance and Planning) but due to the
difficulty faced in selecting an applicant with all the required
qualifications in the SOR, a discussion was held with the Board of
Directors to reduce the number of years with regard to the experience and
to keep the required qualifications without any change and it has been
directed for the approval of the Department of Management Services.
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02. Activities with regard to the regulation of inter provincial

buses based on GPS technology

A total amount of Rs. 37 million has been spent to renovate a part of a
building to regulate inter provincial buses using GPS technology (Rs. 20
million) and to improve its technical network (Rs. 17 million) but the
control room has not been utilized.

Of 1,307 GPS equipment fixed in buses spending Rs. 79 million, some
equipment in certain buses are not functioning properly and it was
revealed that the reason for that is irregularity in maintenances.

Recommendations

Stop payments for the party that did not carry our maintenance and black
list them.

Reporting current situation and the progress

It has been reported that no money has been paid for any external party for
maintaining GPS equipment.

It has been further reported that the Transport Commission does not fix
GPS equipment and the laws have been formulated that the owner of the
bus must fix and maintain the unit and Transport Commission only do the
maintenances of the GPS equipment.

03. Spending Rs. 8,009,310/- for the festival organized by the
Commission and spending Rs. 1.891.000/- to record a

television documentary without the proper approval.

Recommendations

1. Conduct an internal investigation immediately

ii. Provide a copy of the recorded television programme to the
Committee.

Reporting current situation and the progress

It has been reported to the Committee that investigation officers have been
appointed after obtaining the approval of the commission to conduct an

4
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investigation regarding the ceremony at Shalika Ground and the television
documentary program related to the commission.

A soft copy of the aforesaid TV program, recorded by the commission on
24.10.2016 has been referred to the Committee.

04, 07 electronic boards fixed to display the time tables for inter
provincial bus service and provincial bus services have

stopped functioning.

The 07 electronic boards fixed in 2013 at a cost of Rs. 62 million in Bastian
Mawatha — Colombo, Anuradhapura, Kurunegala, Nuwar Eliya,
Kataragama, Ranna and Puttalam to display the inter provincial and
provincial running time tables of buses have stopped functioning.

Recommendations

To submit a report to the Committee within a period of two weeks -

1. Of the reason for these boards to stop functioning.
ii. About the officers responsible for that.

iii. The courses of action taken against them.

Reporting current situation and the progress

As per above recommendations, a report has been presented to the
Committee and that report is attached as annexure 02.

05. Purchasing of a vehicle at a cost of Rs. 9.2 million though

the Treasury approval was Rs. 8 million to purchase a
vehicle for a former chairman of the National Transport

Commission in 2014.

Recommendations

To inform the Committee

i. How did the amount of Rs. 8 million was increased to Rs. 9.2
million only with the approval of the Board of Directors?

1. What is the authorized power to make that payment?

5



Parliamentary series No 313

iii. What is the possibility of making such a payment without the
approval from the Treasury?

Reporting current situation and the progress

The president of the National Transport Commission has stated in a letter
of response dated 29.09.2016 that the statement made by the Accountant
before the Commission was false (Annexure 03) and he has submitted a
copy of the letter of response dated 17.11.2014 and No. BD/ID/184/2/2/3
sent by the Budget Department of the General Treasury responding to the
letter that was submitted requesting additional allocations for the relevant
purchases (Annexure 4).

Apart from that by submitting a further report it has been revealed that
approval had been granted for Rs. 8, 000,000/- to purchase a vehicle for
the former president of the National Transport Commission and a letter
dated 15.08.2014 (Annexure 05) has been sent to the Budget Department
through the Secretary, Ministry of Private Transport requesting approval
for the additional expenses but the General Treasury has informed in a
letter dated 17.11.2014 (Annexure 04) that “ the maximum limit
approved to purchase a vehicle at present is Rs. 8 million and the relevant
expenses should be managed within that limit.” But by that time Rs.
9,150,000/- has been paid by a cheque dated 19.08.2014 for the vehicle.
The former president of the National Transport Commission has approved
that.

The above said vehicle has been purchased violating the recommendations
of the National Budget Department.

06. Distribution of school bags by the Commission on two
occasions in 2014 at a cost of Rs. 2,669,500/- and out of that

Rs. 1,327.500/- has been paid without proper approval.

Recommendation

1. To conduct an internal investigation

Reporting current situation and the progress

Through the letter dated 24.10.2016 a report including the documents on
which the purchase was based has been sent (Annexure 06)
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Further it has been reported to the Committee that approval of the
Commission has been obtained to conduct a preliminary investigation and
investigating officers have been appointed in this regard.
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Annexure 01
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Annexure 03
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At the COPE Comnmittee held on 06.09.2016 discussed about the excess amount paid for the
above vehicle without Treasury approval. At the discussion Accountant of National Transport
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Ministry for approval of at the excess amount paid to the said vehicle.
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Annexure 04
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Annexure 06
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MINUTES OF THE DEPARTMENT OF PROCUREMENT COMMITTEE

\utture of the Procurement Committee - DPC ( Minor)

\ame of the  Procurement Entity - National Transport Commission
L Date - 17.12.2013
Subject -Procurement of providing school bag for school children

P'rocurement Committee (Minutes

05. Mr. Roshan Gunawardena - Chairman- DPC
(NTC Chairman)

02. Mrs W.P.D.V.M. Weerasinghe - Member- DPC
Director General (Actg) J

=

3. Mr. D.M.W.B. Delpitiya - Member- DPC
Assistant Director (Adm)

Following Quotations were received for providing school bags for school children.

1. Hiranya promotions (pvt) Ltd.

2. Lanka Headwear International. (pvt) Ltd.
3.D.S. Baggages (pvt) Ltd.

4. NBC Promotions (pvt) Ltd.

4
o}

ltems Specification Hiranya Lanka D.S. Baggages | NBC
promotions | Headwear (pvt) Ltd. Promotions
(pvt) Ltd. International. (pvt) Ltd.
: (pvt) Ltd.
' providing school bag | 1,625,000.00 | 1,662,500.00 1,562,500.00 1,525,000.00
‘ for school children
Recommendation

The procurement Committee perused the all documents related to the procurement of
providing school bags for school children. The procurement committee approved to award
the tender to m/s NBC Promotions (pvt) Ltd who is the lowest bidder for total price is Rs.

Mrs W.P.D.V.M. Weerasinghe
Director General (Actg)

Member- DPC Member- DPC
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Tourism Development Authority of Sri Lanka

(Ministry of tourism Development and Christian Religious Affairs)
Date of Examination: 09th September 2016.

Main issues identified

01. Majorly of members of the Board of Directors had absented

from the committee held on 09.09.2016 without prior
notice.

The committee expressed its serve displeasure over the failure of the
officials to be present at the committee and emphasized that the
responsibility of the absence be taken by the secretory of the Ministry

Recommendations

Referring a report showing cause of the above absence to the committee
within three days.

Reporting the current status and progress

The Board of Directors of the Tourism Development Authority of Sri
Lanka consists of 9 members. The secretory of the Ministry of Tourism
Development and Christian Religious Affairs had informed the committee
on 15.09.2016 that three members had been away from the country and
one member had been sick resulting in the being absent from the
committee meeting while two members had arrived late and that necessary
internal measures have been adopted to avoid such in indents from
happening in the future.

02.  Staff

Vacancies on the staff of the institution in relation to each cadre are as
follows.
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Emroyess | nare | Rendeadre |
Senior Level 09 05 04
Medium Level 24 23 01
Tertiary Level 80 73 07
Primary Level 86 79 07

199 180 19

On Questioning abort the vacancies existing at various Levels, it was
revealed that arrangements were being made to create 04 other positions
in lien of the04 vacancies at the senior level.

The secretory of the Ministry stated that he was of the opinion that the post
of Additional Director General of the Authority need not be field as it has
been vacant for nearly 5 years.

Recommendations

Amending the cadre in conformity with the present situation.

Reporting the present status and progress.

The secretory of the ministry of the Tourism Development and Christian
religious Affairs by his letter bearing no: MTCA/FMD/PAC — 16 dated
25.10.2016 has informed that the post of Additional Director General
which has been vacant for nearly 5 years and which is the only vacancy to
be filled among the vacancies in the senior level (Director Board) should
be scrapped and posts of Director in other fields to suit the current
requirements of the Authority should be created for which approval of the
Management Services Department has been sought.

03. Leasing out of vellai and Ippantivu islands belonging to the
Kalpitiya project.

The bureau has already leased out vellai and Ippantivu islands belonging
to the Kalpitiya project and arrangements are being made to lease out
Uchchamuni Island.
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The committee inquired on the above matter.

Recommendations.

Referring a comprehensive report including the relevant agreement,
prices, calculation of prices, the company with which the agreement was
entered in to, the basis on which that company was selected and all details
of these island to the committee within a month.

Reporting the present status and progress.

The following details surface from the letter beaming number
MTCA/FMD/PAC — 16 and dated 08.11.2016 sent by the secretary of the
ministry of Tourism Development and Christian Religious Affairs.

The land with an extent of 5,000 acres for this project has been acquired
by the Gazette extra ordinary no 1418/7 dated 07.11.2005 (annexure 07)
and it has been planned create a tourism zone in it with a hotel complex
comprising of 5,000 rooms (cabinet decision is given under annexure 08)
The expected budgeted cost of this project is RS 400 billion and a report
containing the following information of this project is given under
annexure 09.

» Assessing the value of lands
» Details of the invested company
» Process of selecting that company
»  Current situation
04. Payment of Rs 7,382,305/- as part of the interest of a loan

of Rs 100 million issued to a private hotel by the Bank of
Ceylon, by the authority by 28.02.2014

Even through the approval of the relevant minister is to be obtained to
make their payment in terms of the provisions of the Tourism Act No 38
of 2005, it was revealed at the inquiry that the approval of the Minister
had not been obtained.
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Recommendations

Referring a report containing all information from the date of the receipt
of the proposed pertaining to this transaction up to now, to the committee
with in month.

Reporting the present situation and progress

Four hotels had been selected close to the Hambantota international
cricket stadium which was selected to held the cricket matches relating to
the 2011 cricket world cup, to develop necessary facilities including
accommodation (Annexure 10)

It was revealed that this sum of Rs 7,382,305.54 being a portion of the 4%
interest of a loan obtained by the Peacock Beach Hotel from the Bank of
Ceylon, had been paid out of the Tourism Development Fund at a number
of occasions (Annexure 11)

According to the documentations furnished to this committee the approval
of the minister incharge of the subject had not been obtained to make the
above payments.

05. Questionable spendings

Interrogations by the committee uncovered many problems with regard to
the following spendings

i. It was received that a sum of Rs 11,089,228/- out of Rs.
29,195,802/- which had been renovating 30 rooms of holiday
bungalow belonging to the Authority had been for work not done
and overpaid taxes.

According to the report obtained by the Authority from ICTAD on
the loss revealed by the auditor, a loss of nearly Rs. 5 million has
taken place. Steps had not been taken to recover that amount from
the revealed contractor or the officer who approved the payment.
ii. Even through a sum of Rs.10,196,000/- had been paid to the
relevant supplier of stones without prove of that 1648 cubes of
boulders, 368 cubes of rubble and 40 cubes of gravel earth for
containing the road near Kalpitiya Tooraiadi jatty and Wanni
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Mundalama lagoon were accepted and used for consumptions
there was no evidence to prove that they were physically accepted.

iii. A sum of Rs 3,226,950.00/- had been paid to suppliers based on 3
letters which the said suppliers had produced starting that they had
provided dozers to construct the Kalpitiya Mohottuwasama Jetty.

However this payment had been made without a certificate of
fixing work hours according to daily meter reading by an officer
of the authority.

iv. Even through the Kalpitiya integrated Tourism project |,
commenced in 2008 on an estimated cost of Rs. 5521 million in
order to construct holiday resorts with 4,000 rooms and
infrastructures facilities was to be completed within 5 years, not a
single room had been constructed despite an expenditure of Rs.
88,797,590/- as at 31.12.2014

Recommendations

Conducting a ministry level interval investigation on the manner all these
expenditures have been made and reporting to the committee within a
month

Submitting a detailed report containing information on the expenditure on
the Kalpitiya integrated project so far , completed constructions and
constructions to be completed.

Reporting the present situation and progress

The chairman of the Tourism Development Authority of Sri Lanka had
made a request to the committee on 05.10.2016 to extend the period given
to submit a report on matters mentioned in 1, 2 and 3 above and the
committee approved it.

The letter of the Secretary to the Ministry of Tourism Development and
Christian Religious Affairs bearing No MTCA/FMD/PAC-16 dated
09.11.2016 had informed the committee that the Kalpitiya integrated
Tourism Project mention under No 4 above was initiated in terms of the
Cabinet Memorandum bearing No 04/1566/046/004 dated 16.11.2004 and
the budgeted cost of the period was Rs. 400 billion (an annexure
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containing detailed information on the expenditure made so far is annexed
(annexure 12)

06. Spending a sum of Rs. 4,768,982/- which had been allocated

for the Tourism development programme to provide free

meals and accommodation to a number of groups of
persons from many areas including Balangoda.

The committee inquired about this spending and it was revealed that a
financial irregularity had taken place.

Recommendations

i. Submitting the decision of the board of directors that approved this
payment to the committee

ii. Conducting a Ministry level interval investigation in this regard
and reporting it to the committee.

Reporting the present situation and progress

The letter of the secretary of the ministery of Tourism Development and
Christian Religious Affairs bearing No MTCA/FMD/PAC-16 dated
25.10.2016 has informed that services of public Administration and
Management ad been obtained to conduct the Ministry level internal
investigation and arrangements would be made to submit its report to the
committee upon the completion of the inquiry
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Annexure 09

Ref: 04

Leasing of Ippantive and Velli Island in Kalpitiya.

- Agreements signed - Pls. Refer Annexure IV & V
- Prices and Calculation - Pls. Refer Table No. 01

- Name of the investing companies - Pls. Refer item 4.2

- Method of Selection of investor - Pls. Refer item 4.3

4.1. Valuation of land

The Government Chief Value’s valuation was based for this purpose. Valuation report for the 14 islands
obtained in 2010 from the Government Valuations Department.

These valuations were based on the Survey maps issued by the Surveyor Generals office for each island
with the fore shore. These surveys were conducted in 2010.
(most recent survey plans)

Annual lease rental will be 4% of the undeveloped value of the land as per the presidential circular on land
alienation.

4.2 Calculation of the price

Table No. 01: company, amount paid, valuation and rental calculation
Name of the company No of Amount paid upto Monthly rent Land No
No. Hectares | now (Rs. Mn) Calculation Value Room
(Rs. Mn)
01 | Qube Lanka Leisure 57.1186 20,248,069.40 | 177,552.38 X 36 70 200
Properties (Pvt.) Ltd 355,104.70 X 24
532,657.05 X 13
02 | Sun Resort Lanka (Pvt.) 23.77 5,034,556.94 | 44,166.66 X 36 26 64 water
Ltd. 88,333.33X 24 villas
132,499.99X 14

4.2. The Investors (Company)
Vellai island’s ( area extent 26.05 ha)

- Investor : Ms. Lets Travel Pvt Ltd ( Ms. Sun Resort Investment Lanka Pvt. Ltd.)
- Lease agreement signed on 11" of August 2010 - Copy annexed (annexure — IV)
- 5 star resort of 150 rooms with water bungalows.
- Investment estimated or Rs 1200 m.
- Features : unique architectural concept
- water bungalows with ancillary facilities of an upmarket resort
- Maldivian model.

Page 3 of 5
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Ippantivu island (area extent of 44.41 ha)

- Investor : Ms. Qube Lanka leisure properties pvt. Ltd
- Lease agreement signed on 02" September 2010 - Copy annexed (annexure — V)
- 5 star resort of 200 rooms
- Investment estimated or Rs 1700 m.
- Features : unique architectural concept
- water villas with ancillary facilities of an upmarket resort
- Spa’s, herbal treatment, beach villas etc. .

4.3 Selection process of Company (Investors)

- For the Stage I island lease bidding

- A standard tender bidding process was carried out for the selection of the investors
(commenced in September 2009), with a newspaper advertisement indicating the date for the closing
of the tender bids. (tenders closed in November 2009)

- A procurement document was prepared for the tender procedure which was approved by the
Ministerial Procurement Committee (MPC) headed by the Secretary of the Ministry of Tourism.

- The document indicated the conditions of the tender and the special criteria set for the Kalpitiya
Integrated Tourism Resort Project (KITRP), structured point system for the selection of investors,
Draft Lease Agreement etc. all legal condition of the tender and the conditions after signing the lease
agreement.

- The selection of the investors was from the report submitted by the Technical Evaluation Committee
(TEC) which was appointed by the Secretary Ministry of Tourism.

4.4 Current Status of ongoing projects

01. Sun Resort Investment Lanka (Pvt) Ltd - Vellai Island I, IT, IIT

= Ministry approval received on 15" February, 2010 to leased 64 acres for 30 years to Sun Resort Investment
(Pvt) Ltd and lease agreement was signed on 11" August,2010.

= Sun Resort Investment (Pvt) Ltd received approval in 2012 from Coast Conservation Department to
construct 04 water bungalow near Vellai island and monitor for full monsoon period.

= Waiting for Land Commissioner consent and H.E. The President’s approval to use the water bed for the
construction of 04 mock up chalets followed by additional 62 chalets.

« Due to management changes of Sun Resort Investment Lanka (Pvt.) Ltd. there was a delay in submitting
required papers for the approval of water bed leasing process. Pending approval from Land Ministry
enabling District Secretary, Puttlam to lease the water bed to investor.

02. Qube Lanka Resort (Pvt) Ltd - Ippantive Island

= Ministry approval received on 25" February, 2010 to leased 135 acres for 30 years to Qube Lanka Leisure
(Pvt) Ltd. Lease agreement signed on 02" September, 2010

= Later investor requested government approval for 99 years’ lease and allocation of full island for the project.

= Reguested 1o submit the Cabinet Subcommittee on Economic Affairs for a decision lease period should be
maximum for 50 years.

Page 4 of 5
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Investor request is (a) all fishermen relocate to one corner of the island or (b) re location them in the same
another island.

Identified and surveyed 10 acres’ land by the survey department to relocate fishermen as agreed by the
fishing community.

Subsequently, fishing community does not agree to shift to identified land.

Due to this issue investor is not willing to proceed with the project

Page 5 of 5
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{ Name of the hotel | Room Upgrading Estimated Cost for ‘
; capacity category upgrade (Rs. Mn.) ]
| Mandera Rosen, 50 Up to 4 Star 50 il
i Kataragama i
H Peicock Beach, 100 Up to 4 Star 141 [l
i . Hambantota A | |
P ' Centuria Lake 60 Up to 4 Star @ ‘ \
| Resort, I
! Ambilipitiya Il
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¢ ot e remainder ie. 4 percent would be channeled through the Tourism Development | i
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©) |

I"lease note that this facility is granted exclusively for the four (4) hotels listed above.

4
I urther [ wish to inform you that no other requests for refurbishing of hotels for this purpose
should be entertained under any circumstances.

Your personal attention to liaise with the owners of the proposed 4 hotels enabling completion of
the project on time is greatly appreciated.

Yours faithfully

Dr. (Ms.) Damitha de Zoysa
Dircctor General

(opies: General Manager, People’s Bank
General Manager, Bank of Ceylon
Managing Director/CEO, Hatton National Bank
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Annexure 12

The work completed and expenditure; Refer annexure — XII, XIIIL, XIV XV,

Description Engineer’s Details refer.
Estimate(Rs.) Pages
Boat Haring and Facilitation 2,247,098 | 1-5 —
Consultation fees 254,048 | 5
Investment promotion cost 149,007 | 6
Jetty Construction ) 18,223,811 | 6-9
Land Acquisition 145,859 | 9 o
Refers
Naming Island (erecting of Boards) 92,616 | 9-10
Anne |
Preparation Bidding documents 117,069 | 10 XII
Project Advertising and Marketing 4,430,775 | 10
Road Construction 13,922,299 | 10-13
Survey of Island 7,110,516 | 10-15
11 Valuation of Island 329,538 | 15-16
12 Development Cost - Project 19,284,004 |-
Total Expenditure 66,306,642 Refer Anne.
Project Administration Expenses XILXIV,XV
13 Administration Expenses 31,059,547
14 Depreciation 1,368,070
15 Capital Expenses 1,807,049
"% | Grand Total 100,541,307 |

b) Projects to be completed

- Completion of access road the two Jetty with a bridge connecting Mohottuwarama and
Thoreiyadi

- De-vesting of land for the fishing community to develop their houses and common facilities

- Review and update the master plan of the Kalpitiya Integrated Tourism Resort Project.

Note:. Presently there are project proposals requesting Uchchamuni Island and some area in Dutch Bay
island etc. Since the land alienation policy is not clearly given, the projects are waiting to get land on
lease. Policy decision on government land leasing process and selection of investors are necessary for
the projects to proceed.

Page 2 of 2
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Airport and Aviation Services (Sri Lanka) Limited

(Ministry of Transport and Civil Aviation)
Date of Examination: 09t September 2016

Major problems identified

01. Present situation and proposed new situation of Mattala
Rajapaksa International Airport

Current situation

The present performance of this airport constructed by obtaining a loan
facility of $ 190 million from ‘China Exim’ Bank can be summarized as
follows.

Description | June 2016 2015 2014 2013
Total income | ) o104 | 71430816 | 136264763 | 48,010,898
(Rs)

Total

Operational 1,147,373,705 |2,288,694.851 |2,228,465,247 |1,776,140,280
Expenditure

(Rs)

Operational 1,125.722.601 |2.217,264,035 |2.092.200.483 [2,105,298.382
loss (Rs)

Loss . 5,199 3,104 1,535 4,385
percentage (%)

Financial

expenditure 421208727 | 881,966,545 | 637,001,196 | 377.169,000
(Rs)

Net loss (Rs)  [1.546,931,328 |3.099,230,580 |2.729,201,680 (2,105.298,382

Inquiry regarding the present situation and future plans of the Mattala
Rajapaksa Airport

The Chairman briefed the Committee about the future plans of the
institution and submitted a note on the income and expenditure since the
inception of the institution.
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Proposed new situation

The Chairman said that 07 institutions had expressed their interest to
invest under the proposed new situation and the Committee queried the
areas on which investment would be made.

Recommendations

Forwarding a report within month to the Committee regarding notice
published in calling for tenders and the institutions responded.

Reporting current situation and progress

The Secretary to the Ministry of Transport and Civil Aviation through his
letter MT/07/07/493/2016 dated 16.12.2016 has submitted a copy of the
notice calling for expression of interest (Annex 13) and report on the
institutions responded thereto (Annex 14)

02. Renovating runway of Katunavake

When asked whether additional staff would be required at the Mattala
Airport if it had to be used more since the runway of the Katunayake
airport was due to be renovated, the Chairman said that a request had been
made from the Defence Secretary seeking the assistance of the Army for
extra security.

Recommendations

It was recommended not to increase the permanent staff since such a move
would be an added burden.

Reporting current situation and progress

The Secretary to the Ministry of Transport and Civil Aviation through his
letter MT/07/07/493/2016 dated 16.12.2016 reported to the Committee
that additional staff would not expected for the Mattala Rajapaksa
International Airport since a request had not been made by the airlines
regarding additional flights to Mattala in view of the flights that would be
interrupted due to the relaying of the runway of the Katunayake Airport.
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03. Total Assets Register

The Committee inquired whether there is a register on total assets of the
institution and the Secretary of the Ministry said that though an attempt
was made to obtain such a report from the Chief Government Valuer, it
had still not been received.

Recommendation

Expedite this task.

Reporting current situation and progress

All information had been provided in writing to the Department of
Valuation on 13 September 2006 to have the assets of the company valued,
but a detailed report had still not been submitted to the Airport and
Aviation Service Limited and at the discussion held with the officials of
the Department of Valuation on 12 October 2016, it was promised that
the relevant reports would be submitted soon.

Further, the Secretary to the Ministry of Transport and Civil Aviation
through his letter MT/07/07/493/2016 dated 16.12.2016 reported to the
Committee that the Company had already paid nearly Rs. 12 million for
this purpose to the Department of valuation.

04. Institutional Enterprise Resources Planning System of

Airport and Aviation Services Limited

The contract had been awarded to a private company for Rs. 27,464,632/-
(without VAT) on 29.06.2012 for the implementation of the relevant
project within 08 months.

The Company had paid a sum of Rs. 248,600,000/- (without VAT) to the
contractor and the period of contract had been extended on four occasions.
Though over four years have lapsed as of today since the awarding of the
contract, the relevant contractor had failed to carry out the contract

properly.

The work of this institution has currently been suspended and it has
submitted an appeal.
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The Chairman said that a Cabinet Memorandum had been submitted
seeking another extension of 03 months.

Recommendations

1. Table the Cabinet Memorandum

ii. Inform the Cabinet Secretary not to grant an extension since a huge
loss has been incurred through this.

Reporting the current situation and progress

Copies of the cabinet memorandum submitted requesting the extension of
the Enterprise Resource Planning System (Annex 15) for another 03
months and the decision dated 28.09.2016 thereto as per the above
recommendation (i) were submitted to the Committee. (Annex 16)

As per the recommendation made by the Committee as per (ii) above, a
new Cabinet Memorandum (Annex 17) had been submitted on 25.11.2016
cancelling the Cabinet decision taken to extend the period of the Enterprise
Resources Planning System, and the Cabinet of Ministers having also
considered the observations of the Minister of Finance thereto, had issued
the Cabinet decision (Annex 18) on 09.12.2016 with two
recommendations.

05. Kataragama Holiday Resort

A sum of Rs 07 million had been paid to a private party in the year 2002
to purchase a land to construct this holiday resort. Thereafter, after being
informed by the Kataragama divisional Secretariat that it was a land
belonging to the government, it had been obtained for a period of 30 years
with effect from 10.01.2008 for an annual lease of Rs 460,000/-.

However, the sum of Rs. 7 million paid to a private party had not been
recovered.

Recommendation

1. Recommend that this was an erroneous transaction

ii. Draw up a programme for the employees to use this holiday resort
and other holiday resorts.
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Reporting the current situation and progress

As per the matters reported to the Committee through the letter No.
MT/07/07/493/2016 dated 16.12.2016 by the Secretary to the Ministry of
transport and Civil Aviation, case bearing No. 3474/M had been filed in
the Gampaha district court to recover the sum of Rs. 7 million paid by the
company for the land purchased from the Kataragama sacred area
Evidence has already been recorded from one witness of the complainant,
the Airport and Aviation Services Limited and evidence from the second
witness is currently being recorded. Since the defendant died while the
case was pending on or near 02.02.2011, the case had been applied to his
inheritors.

Further, the aforesaid letter had further informed that a programme was
being drawn up for the employees to use to the holiday resort as per the
recommendation (ii) above.

06. Bandaranaike International Airport Development Project
— Phase 1 and Phase 2

When questioned about the payment made to the construction company, it
was revealed that the retention money had been paid to the company in
2006 even though the project report of the engineer had only been received
in July 2007.

Five years after the completion of the aforesaid project, i.e. in the years
2010 and 2012, a total of Rs. 139,833,127/- in two installments of Rs.
98,000,000/- and Rs. 41,833,127/- respectively had been paid through
Treasury funds without confirming the accuracy of custom fees or whether
the relevant goods or equipment had been used for the said project or in
particular, without confirming the sustainability of this company
established for the purpose of this project itself.

Recommendations

Submit a comprehensive report regarding the payments to the Committee.
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Reporting the current situation and progress

A detailed report regarding the payments made to Taisei Mitsubishi Joint
Venture for Bandaranaike International Airport development Project —
Phase 1 has been submitted to the Committee. (Annex 19)
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Annexure 13

O o
R
v
MATTALA
Airport & Aviation Services RAJAPAKSA INTERNATIONAL
{Sri Lanka) Limited AIRPORT

MINISTRY OF TRANSPORT & CIVIL AVIATION -
Invitation for Expressions of Interest for
Investments & Commercial Operations of
Mattala Rajapaksa International Airport, Hambantota, Sri Lanka.

The Chairman, Cabinet Appointed Negotiating Committee, Ministry of Transport and Civil Aviation, 7% Floor,
Sethsiripaya Stage I, Battaramulla, Sri Lanka invites Expressions of Interest (EQI) from National and International
Entrepreneurs to undertake Investments & Commercial Operations of Mattala Rajapaksa International Airport
(MRIA).

Mattala Rajapaksa International Airport (MRIA) is the Second International Airport of Sri Lanka which is located
in the Hambantota District. The Airport commenced commercial operations in March of 2013. This Aerodrome
Facility consists of a 3,500 m x 60 m runway, apron, taxiways, passenger terminal and cargo terminal. MRIA is

a 24 hour full service operational airport that can accommodate the world's biggest cargo and passenger aircraft.

Mattala Rajapaksa International Airport (MRIA) Key Features

. Y& Liberal Aviation Environment
+ The open skies policy with all nine (9) Freedoms of the air being available

¥ Supporting National, Regional and chal Frameworks

The Airport is strategically located 30 km North of the Hambantota Deep Water Sea Port

Key East West shipping lanes traverse just 10 km south of the Hambantota Port

On average 239 ships pass this route on a daily basis

Close proximity to the major Tourism Hot Spots of the Island

Domestic Air Taxi connectivity between two International Airports and 14 Domestic Airports

® ¥ Wider Economic Opportunities

* MRIAdeclared as a Specified Bonded Area/Free Trade Zone
* Airport located in the Agro - Industrial, Marine Economic Zones of the country
+ Growth Engine for Tourism, Trade & Other Development activities in the region

¥ Bankable and Commercial Attractiveness

+ Government Tax Holidays - Board of Investment (www.investsrilanka.com)
= Long Term Lease Options
* Exemptions from Exchange Control Regulations

EOI Document comprising details and application form can be purchased from the website of the
Airport & Aviation Services (Sri Lanka) Limited (AASL) website www.airport.lk/eoi by making a *
non-refundable fee of US$ 500 through online payment up to 11* August 2016. The EOI
Document can also be purchased on working days from 0900 hrs to 1500 hrs (local time) up to
11" August 2016 from the office of Commercial and Properties Division of AASL by making a
non-refundable fee of US$ 500 or the equivalent in LKR.

Abriefing followed by a visit to the locations will be conducted at 1400 hrs(local time)

18" July 2016 at the Mattala Rajapksa Intemnational Airport. Expressions of Interest submission
will be closed at 1400 hrs (local time) on 12 August 2016 and opened and read publicly at the
office of the Ministry of Transport and Civil Aviation, 7* Floor, Sethsiripaya Stage II, Battaramulla,
Sri Lanka. Any EOI Proposals received after stipulated time of closing will be rejected unopened.

)

The sealed EOI shall be submitted to:

The Chairman, Cabinet Appointed Negotiating Committee,
Clo Secretary, Ministry of Transport and Civil Aviation,

7* Floor Sethsiripaya,Stage Ii,

Battaramulla,

Sri Lanka. .

Office Telephone +94(0)112187233

Office Mail - mintransport@sltnet.lk
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Annexure

MRIA EOI - Proposals

Company

M/s Omega Global with Claymore Hill Advisory & Aviation Resource Group Internatioﬁal

(N}

M/s Sakurai Aviation Limited

M/s Care Aviation (Pvt) Ltd

M/s VINCI Airport

M/s Disel & Motor Engineeering PLC (DIMO)

M/s Sierra Networks (Pvt) Ltd for Sierra Construction (Pvt) Ltd

Njlo|lwn|s|w

M/s Madelon

g
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MINISTRY OF TRANSPORT AND CIVIL AVIATION

IMPLEMENTATION OF ENTERPRISE RESOURCE PLANNING SYSTEM FOR
. AIRPORT & AVIATION SERVICES (SRI LANKA) LIMITED

-

Background

Implementation of the Enterprise Resource Planning System (ERP) for Airpoﬁ & Aviation .

Services (Sri Lanka) Ltd (AASL) was awarded on a decision of the Cabinet of Ministers to E~

W Information Systems Limited being the lead partner of a Joint venture, comprising of EW -

Information Systems Ltd, Gentrack Limited and Inbox Business Technologies (Pvt) Ltd.

The Joint venture entered into an agreement with AASL for the implementation of the ERP
System on 29t June 2012 agreeing to complete the project within a period of 8 months there
_from. The total contract price was agreed at Rs.248,600,000/- + VAT.

The contractor commenced the project and received a part payment of the contract sum
“being Rs.27,464,631.97. The Contractor has delivered equipment to the value of Rs.60 mn to
AASL through the contract. Usable equipment totaling to Rs.27,649,415/- being 11% of the
contract value is available with AASL which were received through the contract. -

The Contractor has submitted a Performance Bond for Rs.24,860,000/- being 10% of the

contract value for its due performance of the contract which is va]jd upto 313 December 2016.

Although the contractor claxms to have completed 75% of the contract, AASL has mdenhﬁed

that the Contractor has oompleted only 60% of the contract by 31.03.. 2016
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The Contractor has not been successful in completing the project even though 4 extensions of
time being granted upto 31st March 2016. The completion penod has been delayed by more
than 3 years,

Considering the time spent by both AASL and the Contractor on the unpléméntauon of the
ERP ‘project, the Contractor has requested a further extension of 3.5 months in order to
complete the pro]ect as the same cost.

Rationale

The implementation of the ERP system at AASL is considered a vital requirement in the fast
developing aviation industry as it provides a metworking on all aspects w1th accurate
information which could be dJssemnated with the least delay

- ¥ due to the de]ay of the Contractor the contract is to be terminated and awarded to another

party there shall be a long period of time and cost to be spent on the same process.

As the Current rates for the relevant goods and services are higher than the values subﬁﬁtted
for the tender 3 years ago, it will increase the cost of the procurement, if recalled. .

If th‘e.contract is terminated and the Contractor proceeds with legal action there shalt be a

further cost and a delay prior to the contract being awarded to a fresh party.

Up to now AASL has not suffered any financial loss due to the failure of the Contractor to
duly fulfill the terms and conditions of the contract.

Approval

Considering the above approval of the Cabinet of Ministers is sought for the following :

(@) To grant a final extension of 3.5 months to E-W information Systems Ltd for the
completion of the implementation of the ERP System at AASL..

(b) The total respons1b111ty of the compleuon of the pro]ect to be with the Contractor to the
satisfaction of AASL.
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(c) th to rélease any payment to the 'com‘:ractor under the ERP project, until the successful
" - completion of the project within the finally extended period,

(d) To authorize AASL to terminate the contract and claim the performance Bond forthwith,
if the contractor fails to successfully complete the project within the extended period.

(e) Not to impose hqmdated damages for the cielayed period on the Contractor, 1.f the
contract is completed within the final extension period as aforesaid.

25 August2016 - ' " Nimal Siripala de Silva (M.P)
. Ministry of Transport and Civil Aviation Minister of Transport and Civil Aviation,
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Additional Note on Custom Duties Reimbursement - BIADP Phase 2 Stage 01

Area of Concerned

AASL Comments

1) Project Completion Report was issued in
July 2007 and Payments have been made in
the Year 2010.

In carrying out the Project works, the contractor paid
Custom Duties, which were bound to be reimbursed
in accordance with Clause 73.3 of Conditions of
Contract.

This delay of payment to the contractor was mainly
due to not receiving the Requested Funds from the
Treasury.

AASL received the funds to be reimbursed to the
Contractor from the Treasury in 12" December 2010
Even though AASL has made written repetitive
requests on the following dates.

26™ June 2007

18" February 2008
10" November 2009
28" December 2009
4" January 2010
11" February 2010

VV¥VVVY

2) Documents Scrutinized before making the

payments .

All the correspondence including the following
which is related to the above payments is available
for inspection. (Currently all Originals have been
handed over to the Auditor General)

Original / Certified CUSDEC Forms

Original / Certified Commercial Invoices
Original / Certified Custom Assessment Forms
Project Director’s / Engineer’s Certification
Bill of Landings / Airway Bills/Packing
List/Delivery Note & other related information
(where necessary)

paooe
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Co-operative Wholesale Establishment and
Lanka Sathosa

(Ministry of Industry and Commerce)
Date of Examination: 20t September 2016

Key Issues Identified

01. Obtaining the Share Certificates agreed to be provided in
lieu of assets provided to LLanka Sathosa.

Even though letters had been sent from 19th February 2014 to 22nd August
2016 to obtain share certificates, they had not been received up to 05t
September 2016.

Recommendations

The Chairman of Lanka Sathosa stated that they would be provided within

3 months.

Current situation and Reporting the progress

A letter dated 20.10.2016 has been sent to Lanka Sathosa by the Co-
operative Wholesale Establishment with a copy to the Secretary to the
Committee on Public Enterprises requesting the share certificates agreed
to be provided in lieu of assets provided to Lanka Sathosa. (Annexure 20)

02. Monies due from Lanka Sathosa L.td. And monies pavable

in arrears.

Out of the amount of Rs.870, 963,097/- receivable from debtors given in
the financial statements of 2015, Rs.257, 667,217/- or 30%, was money
due from Lanka Sathosa.

Details of monies due from Lanka Sathosa with relevance to last 03 years
are as follows.
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Details 2015 (Rs.) | 2014 (Rs.) | 2013 (Rs.)
Money due from | o3 153556 | 53.493.256 | 198.542,685
trading activities
Rent due 66,378,543 | 39,438,582 | 21,887,950
Money due from |\ ) 985 | 24202985 | 24.202.985
related parties
Transport 96,957,396 | 85585705 | 35298360
charges due
Dues-Paddy 16,635.037 | 15,235,691 ]
project
Total 257,667,217 | 217,956,219 | 279,931,980

Even though the loan in arrears due from Lanka Sathosa was Rs.279,
931,980/-according to the financial statements of the Establishment for
2013, no value being indicated as money owed to the establishment in the
financial statements of Lanka Sathosa for 2013.

Recommendations

The Secretary to the Ministry said that steps would be taken to make the
payments after reaching an agreement between the two institutions
subsequent to conducting an audit as the documents exchanged in carrying
out that transaction could not be traced.

Current situation and Reporting the progress

The aforesaid detailed report had still not been provided to the Committee
by 25.05.2017

03. Importing 257.907 metric tons of rice by the Company on
several occasions during the period from September 2014 to
February 2015.

Recommendations

1. Submission of all the following reports in this regard to the
Committee by the Company.
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» Report of the audit carried out by employing retired auditors

» Report of the examination carried out by Public Health
Inspectors to check the quality of rice.

» Report of the investigation carried out by the five member
committee.

» A copy of the decision taken by the Board of Directors
regarding the amount of rice to be imported.

ii. Providing to the Committee within one month , a report prepared
by the Auditor General based on all 3 reports mentioned above.

Current situation and Reporting the progress

In this regard, Lanka Sathosa Limited has submitted the 3 reports
requested above through the letter dated 25.10.2016 bearing
No.LSL/CH/COPE/2016.

Action was taken by the Committee to submit to Parliament a special
report dated 07.04.2017, on the importation of rice by the Company on
several occasions during the period from September 2014 to February
2015 (Parliamentary Series No.179), based on the matters disclosed
through those reports submitted, the report submitted by the Auditor
General in this regard and the investigations carried out by the Committee
in this regard.

03. Incurring a loss amounting to Rs.39 million in 2014 by

purchasing 14,000 carrom boards and 11,000 draughts boards.

Recommendations

The Chairman stated that subsequent to an audit done in this regard to
request the Secretary to the Ministry of Sports to pay this amount had been
advised and that follow up on the matter was done.

Current situation and Reporting the progress

The said detailed report had still not been provided to the Committee by
25.05.2017.
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04. Outsourcing done by Lanka Sathosa.

Recommendations

Providing to the Committee within one month, a report with all details of
the external institutions from which services are obtained on payment
(including the expenditure).

Current situation and Reporting the progress

The said report had still not been provided to the Committee by
25.05.2017.

05. Staff of Lanka Sathosa Ltd.

Details of the staff of the Company as at 315t May 2016

Description Alézrgr‘;ed é(;t(;l;l Vacancies | Surplus

Upper

Management 14 10 04 -

Level

Middle

Management 23 11 12 -

Level

Junior

Management 31 24 07 -

Level

Management 578 438 140 -

Assistant

Primary Level 2429 2842 - 413
3075 3325 163 413

Recruiting another 220 for the staff while the actual cadre was 3325
against the approved cadre of 3075.

58



The Fourth Report of the Committee on Public Enterprises during the First Session of the
Eighth Parliament of the Democratic Socialist Republic of Sri Lanka

Recommendations
iii. Getting the new recruitment approved by the Department of
Management Services

iv. Providing to the Committee a list of names and addresses of the
workers recruited in that manner.

Current situation and Reporting the progress

The said report had still not been provided to the Committee by
25.05.2017.
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Annexure 20
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Central Environmental Authority

(Ministry of Mahaweli Development and Environment)
Date of Examination: 21st September 2016

Key Issues Identified

01. Staff Vacancies

The Committee paid its attention to the existence of 313 vacancies in the
staff by 22nd August 2016.

Description Approved Actual No. of
eSenpto Cadre Cadre Vacancies
Upper Management Level 36 25 11
Middle Management Level 113 64 49
Operations Management 1,010 757 )53
Level
1,159 846 313

The Chairman said that lack of approval for the recruitment procedure had
been the reason for that situation, approval had been obtained for the 5
lower Grades and that comprehensive approval would be obtained for the
procedure within the following 02 weeks.

Recommendations

Bringing this to the notice of the Department of Management Services.

Current situation and Reporting the progress

The Chairman of the Central Environmental Authority has informed
through his letter dated 25.10.2016 that vacancies that existed at primary
level had partly been filled, action was being taken to fill some more of
the vacancies and that the recruitment procedure for six Senior Grades
from the level of Environment Officer had been referred to the Ministry
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of Mahaweli Development and Environment to be sent to the Department
of Management Services.

02. New Environment Act

The Committee inquired about the current situation in relation to the
drafting of the new Environment Act.

The Chairman stated that the Bill had been drafted and that it was expected
to be finalized within 06 months.

Recommendations

Paying attention to the Sustainable Development Goals when this Bill is
drafted.

Current situation and Reporting the progress

It has been reported to the Committee that a Cabinet Paper had been
referred to the Ministry of Mahaweli Development and Environment on
07.09.2016 to obtain Cabinet approval for the Amendment Bill with new
components for amending the National Environment Act.

03. Solid Waste Management Project at Dompe

» 04 trucks provided for the project

The Committee paid its attention to the use of only 03 out of the 04 trucks
for the project.

The Chairman said that 02 out of the 04 trucks had been provided to
Kaduwela Pradeshiya Sabha and that they had been obtained back by
the Authority and that he was accepting the responsibility for that.

» Current situation of the project

The Committee inquired whether the project was a success or a failure and
observed that the views expressed in that regard were contradictory.

Recommendations

Submitting a report to the Committee and the Auditor General citing the
reasons for diverting those trucks to various places in an arbitrary manner
and the names of the officers responsible for that.
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Submitting to the Committee the investigation report relevant to this
project and a report containing all the details relevant to the project.

Current situation and Reporting the progress

04 trucks provided for the - It has been reported that the 02

project truck that had been provided to
Kaduwela Pradeshiya Sabha were
obtained back to the Authority.

Status of the project - A detailed report has been
submitted to the Committee in this
regard.

04. Issuing environment protection licenses.

The Committee inquired whether there was a regular programme with the
Authority to identify the expiry dates of environment protection licenses.
The Chairman stated that there had not been a proper procedure earlier but
a proper arrangement had been introduced by that time as there were
shortcomings in the process that was carried out by an officer of the
Authority.

Recommendations

Submitting to the Committee a comprehensive report on the current
situation.

Current situation and Reporting the progress

It has been informed that a procedure was in place to identify the expiry
dates of environment protection licenses, inform the industrialists about
the fact three months in advance and direct them to renew the licenses and
to take legal action against the industrialists who fail to apply for renewal
of licenses and that plans had been prepared to further regulate that
procedure.
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05. Hazardous Chemicals

The Committee inquired whether any methodology had been developed to
identify all hazardous chemicals imported under CP/16/0013/704/001,
impose restrictions on importation, ban the import and manage in an
environment friendly manner.

The Chairman stated that a proper methodology was being developed in
that regard.

Recommendations

Submitting to the Committee within one month a report on the
methodology that was being developed in this regard.
Finalizing that arrangement within 03 months.

Current situation and Reporting the progress

The methodology for identifying hazardous chemicals imported under
CP/16/0013/704/001, imposing restrictions on importation, banning and
managing in an environment friendly manner, has been communicated.

(Annexure 21)
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People’s Bank

(Ministry of Public Enterprises Development)
Date ofExamination: 22nd September 2016

Main Issues Identified

01. Absence of Officials

The following four officials who had been convened to the meeting were
absent.

1. Mr. Jehan Amarathunga — Director
1. Mr. Filisian Perera — Director
iii. Mr. Aminda M. Perera — Director
iv. Mr. T.D. Anton Hemantha — Director
Recommendations

The committee expressed its displeasure regarding the absence of the
aforesaid officials and directed the officials concerned to be present before
the Committee on 04.10.2016 to submit an oral statement regarding their
absence.

Reporting the current status and progress

Mr. Jehan Amarathunga (Director), Mr. Aminda M. Perera (Director) and
Mr. T.D. Anton Hemantha (Director) were summoned before the
Committee on 04.10.2013 and were asked to make an oral submission of

the reasons for not appearing before the Committee on 22"d September
2016.

Mr. Filisian Perera (Director) had apologized to the Committee for not
being able to be present before the Committee.

02. Incurring losses during the period of 2013-2015

The Investment made in the Assosiated Company of People’s Merchant
Bank had been increased exceeding 50% of the ownership of the shares in
it in the form an investment made in a subsidiary company.
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Profits/ Losses of People’s Merchant Bank

Year 2011 2012 2013 2014 2015
Profits/(Losses) .
Rs.(Millions) (202.5) 92.7 (90.9) | (222.3) | (297.1)

*Unaudited

Shares Held by People’s Bank

Year 2011 2012 2013 2014 | 2015
Number of
Ordinary Shares 17.6 17.6 17.6 17.6 33.8
(Millions)

Percentage of share

Ownership % 26.13 26.13 26.13 26.13 | 50.15
0

Cost Rs. (Millions) 263.1 263.1 263.1 263.1 | 619.8

The Chairman stated that the Board of Directors had taken a decision
regarding this transaction.

Recommendations

To send a detailed report in regard to these transactions along with the
decisions of the Boards of Directors of both institutions within two weeks.

Reporting the current status and progress

A report which includes the main reason for taking the aforesaid decision
along with a report dated 25.10.2016, which indicates the progress of
People’s Merchant Bank subsequent to the implementation of the relevant
decision, have been submitted.(Annexure 22)
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03. Non-performing loans — Kandy City Center

An overdraft facility of 245 million rupees and a long term loan facility of
150 million rupees were granted to a customer for a construction named
Kandy City Center on 30t January 2009 and 27t January 2009
respectively. However these loans were classified as non-performing
loans after 3 months since in April 2009, they were granted.

Though the customer agreed the loan in installments of 1 million rupees
per month, it was decided to offset the loan against the monthly tent to be
paid on behalf the People’s Bank branch housed in Kandy City Center.
However even if the customer repaid the loan in monthly installments of
1 million rupees each the bank would have to wait for 62 years to recover
the outstanding amount.

The Chairman stated that several such unsystematic transactions had been
done.

Recommendations

The following directives were given by the Committee.

1. Adopting a more systematic legal process to grant loans.

ii. Taking disciplinary action against the officials who dealt with this
loan facility.

iii. Sending the details of the Board of Directors which gave approval
to this loan facility.

iv. Taking action to recover the loan and keeping Committee
informed of such action taken in that regard.

Reporting the current status and progress

It has been reported through the letter dated 14.12.2016 that following
action was taken in regard to the aforesaid recommendations.

Regarding recommendation (I)

» That action is being taken in that manner.
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Regarding recommendation (II)

>

It has been informed that approval is given to loan facilities
by the Board Executive Credit Committee, which is appointed
from time to time, and there is no reason to take disciplinary
action against them.

Regarding recommendation (I1I)

>

Details of the Board of Directors which gave approval to the
loan facility have been sent to the Committee.

Regarding recommendation (IV)

04.

>

Twenty million rupees out of the loan amount of 245 million
rupees has been settled by now and it was agreed to repay
300,000 US dollars before 15.12.2013.

The loan Mount and the interest have been collected out of the
rent to be paid to Kandy City Center on a ratio of 50:50 and 3
million rupees had been collected out of the loan amount by
06.12.2016.

It has been reported to the Committee that a case filed under
the number HC/571/2015 and the said case is to be resolved
on an expert decision as the defendants did not appear in
courts when the case was called on 01.12.2016.

The loan facility granted by the Ja-ela Bank branch.

The Ja-ela Bank branch had granted three loan facilities and three
overdraft facilities to a customer, his spouse and an enterprise and
subsequently these loans were categorized as non-performing loans.

i. At the date of 12.11.2013, the outstanding balance of

11.

619,867,345/- rupees of the 03 overdraft facilities to and one loan
facility could not be recovered.

At the date of 12.11.2013, The outstanding balance of the three
temporary overdraft facilities which had been granted without
obtaining proper approval was 494,008,559/- rupees.

The Chairman stated that legal action has been taken to recover more than
60% of the aforesaid loans which had been granted in an unsystematic

72



The Fourth Report of the Committee on Public Enterprises during the First Session of the
Eighth Parliament of the Democratic Socialist Republic of Sri Lanka

manner and discussions are being held in regard to the remaining portion
of the loans.

Recommendations

Sending separate reports to the Committee in regard to the loans which
had been granted in an unsystematic manner.

Reporting the current status and progress

It has been reported that the aforesaid three loan facilities and three
overdraft facilities had been granted to Ranasinghe Homes Private
Company, Mr. K.R.R.P. Ranasinghe (Director) and Mrs. L.J.S. Fernando
(Directress) and the unsettled balance of the aforesaid loans was 197.638
million rupees and the interest to be collected was 503.24 million rupees
making the sum total due to the bank 700.878 million rupees at the date of
30.09.2016. (Annexure 23)

Furthermore a detailed report has been submitted to the Committee in
regard to each loan facility as was stated in the aforesaid
recommendations.

05. Loans that have been written off

An amount of 260 million obtained as loans (34 loan facilities of 213
million rupees and a temporary overdraft of 47 million rupees) by a
customer has been written off in the year 2011 and the amount that was
written off is 51% of the total amount of loans that was written off by the
bank in that year.

The non-performing loans that have been written off during the period
from the year 2011 up to 2015 are mentioned below.

Details 2011 2012 2013 2014 2015
(Rs.) (Rs.) (Rs.) (Rs.) (Rs.)

Non-

performing

loans that | 508,749,433 | 230,327,732 | 67,739,825 | 24,831,327 | 42,349,646

have been

written off
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Recommendations

The secretary to the Ministry and the Chairman should pay their attention
to this matter.

Reporting the current status and progress

It has been reported to the Committee in detail that the loan facility
mentioned above had been granted to the Onreel Private Company which
belonged to Hayleys Group of Companies and the total irregular loan
balance of it was 263.85 million rupees as at 27.06.2007.

Furthermore it has been reported that the company executed only the
second and third mortgages of the property concerned with People’s Bank
and due to the fact that the DFCC Bank which owned the first mortgage
auctioned the said property and recovered their loan People’s Bank has
not been able to recover this loan on that property. It has also been reported
that other means of recovering the loan was sought and failing to recover
the loan even through it the loan was written off on 04.10.2011 as there
was no recourse available. (Annexure 24)

06. Construction works worth 1,964 million rupees

The peoples leasing property Development Company, a sub — subsidiary
company of People’s bank that was established through Peoples leasing
finance company has made 13 construction works worth 1,964 million
rupees in which it has made an unusual payment of 11,000/- rupees per
square foot, exceeding the ordinary payment of 6,000/- per square feet and
it has not even followed the procumbent process and has not prepared Bills
of Quantities

The chairman has stated that a decision has been taken not to aware
construction contracts to this company at the moment and to carry out
construction works by People’s Bank itself.

Recommendations

Sending a report in this regard within a month
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Reporting the current status and progress

The chairman of people’s bank has submitted a report in this regard on
11.11.2016 and has reported the following matters to the Committee
through it.

1. Bank had to carry out the construction work of the branches of the
bank through a sub-subsidiary of the bank named People’s Leasing
property Development Company Ltd due to several reasons which
included the facts that the capital adequacy of the bank remained
at a lower level than the required level, construction works were
not commenced in the lands which had been purchased for
business purposes a long time ago due to the unfavourable liquidity
situation that the bank faced then, the engineering Services
Department of the Bank did not have a duly qualified staff.

ii. Given the higher quality and performance of the construction work
undertaken by People’s Leasing Property Development Company
Ltd, the relevant prices are on par with market prices of the
construction works of the same standard.

Furthermore it has been reported that due to the fact that the capital
adequacy and the liquidity of the bank have increased by now the
bank has taken decision to undertake the construction projects by
the bank itself and a duly qualified staff has been recruited for it.

07. Digitalization of banking

The committee inquired about the problems related to the digitalization of
banking

The chairman stated that any decision has not been taken and any
agreement has not been made in this regard and an independent report has
been sought from the University of Moratuwa to get the problems that
arose in the discussion held with the Board of Ministers resolved and once
the aforesaid report is received this matter will be discussed with the Board
of Directors again
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Recommendations

1. Submitting a comprehensive report of any recomandation made in
the corporate plan of 2012-2020 in regard to digitalization, to the
committee with in 3 weeks

ii. Submitting the relevant documents of the decision of silverlake
company to the effect that digitalization should be done, to the
committee within 3 weeks.

iii. Obtaining aseperate report from the Auditor General with in a
month.

Reporting the current status and progress

Reports requested under the aforesaid recommendation no 1 and
recomandation no 2 were submitted on 03.11.2016. The following
documents were also submitted along with the aforesaid documents.

1. Extract from the corporate plan of people’s bank for the period
2016-2020 , which indicate the nessasity of the digitalization of
banking

ii. Theinternal documents related to the digitalization of the existing
systematically important banking system (SIBS) of the bank.

The Auditor General’s report in this regard, is due to receive.
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Sri Lanka Ayurvedic Drugs Corporation

(Ministry of Health, Nutrition and Indigenous Medicine)
Date of Examination: 04th October 2016

07th December 2016

Major issues identified

Sri Lanka Ayurvedic Drugs Corporation was summoned before the
committee on two occasions during this period. Facts revealed at the
investigation done by the committee on 04t October 2016 are as follows.

01. The Treasury representative who participated at the

Director board meeting has been harassed by certain
employees of the Corporation

The committee questioned about the implementation of the
recommendations given by the committee in relation to the incident of the
treasury representative who has been harassed by certain employees of the
Corporation when he participated at the director board meeting on
09.03.2016.

The committee discussed about the report of the examination conducted
by the Emergency Raid Unit of the Ministry in this regard and the report
issued by the Police with pertinence to this complaint.

The secretary to the Ministry informed that the examination conducted
with the support of the Investigation unit under the Ministry of Public
Administration too has been initiated.

Recommendations

1. Sending the report of the examination conducted by the
Emergency Raid Unit of the Ministry to the Committee enabling
to be distributed among the Members of the Committee.

ii. Conducting a disciplinary inquiry regarding Mr.kolitha Thushara
who is one employee been alleged by the above investigation
report since it has been revealed that he is also alleged to have been
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threatening the officers including the chairperson of the
Corporation

Reporting the current situation and the progress

The report dated 12.11.2016 regarding the investigation conducted by the
Emergency Raid Unit has been submitted to the committee. It has been
recommended to make the subject Minister aware of Mr.Sandaruwan
Lankeshwara , Managing director who has been alleged by the above
examination report and also to take disciplinary action against Mr.Kolitha
Thushara. the officer in charge of the premises.

It has been informed that it was decided to implement the relevant
recommendations after receiving the report of the investigation conducted
by the investigation division of the Ministry of Public Administration
since they are also conducting an investigation as per letter number
01/15/02 @e50¢.0 and dated 2016.11.12 of the secretary to the Ministry
of Health, Nutrition and Indigenous Medicine.

As per the report dated 22.12.2016 issued in this regard by the
Department of Public Enterprises, it has been informed that the
recommendations of the investigation conducted by the Emergency Raid
Unit of the Ministry have not hitherto been implemented.

02. The recruitments made outside the conditions mentioned in
the approved recruitment procedure after 08.01.2015.

Several such instances are given below.

1. Contract basis appointments have been made for 57 various
positions  during the year 2015 and 41 positions out of that did
not belong to the approved cadre. In addition to that officers had
been recruited on permanent basis for 03 Assistant Manager
positions (Sales Promotion)which was not in the approved cadre .

ii. Arrangements have not been made to call applications by
publishing newspaper advertisements or to conduct structured
interviews with regard to making recruitments for most of the
positions.
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iii. In the director board meeting held on 20t May 2015,it has been
decided to recruit an officer for a period of one year from
01.05.2015 to 30.04.2016 without the approval of the Department
of Management services for a post of Civil Engineer which did
not belong to the approved cadre and to pay a monthly
remuneration of Rs.80,000/- and an allowance of Rs.5,000/- .This
officer has been selected without calling applications or
conducting any written tests or interviews.

iv. An interview has been conducted in November 2015 for the posts
of Quality control manager .An officer without proper
qualifications and experience as per the recruitment procedure has
been awarded with the highest marks and lesser marks had been
given to an officer with relevant qualifications and experience.

v. There, it was admitted by the Chairperson and the managing
director that the recruitments made based on the aforesaid
decisions were improper.

Recommendations

1. To inform the committee on the remedies for the situation created
by these improper recruitments and on the recommendations to be
given not to repeat this type of recruitments in future.

ii. To investigate the factors included in the observations made by
Auditor General pertaining to the recruitments to all the positions
of the institution and to report to the committee

iii. The committee which recommended that the individuals who have
been thus recruited should not be attached to other institutions and
ministries, directed that arrangements be made to obtain the
approval of the Department of management services for these
recruitments.

Reporting the current situation and the progress

It has been reported that the following measures have been taken with
pertinence to the above situation.

i. That measures have been taken to suspend the services of
Coordinating Officers ( Project Officers) and to terminate the

87



Parliamentary series No 313

appointments of coordinating officers and that no allowance has
been paid in the month of June.

ii. To extend the contract period for a period of 06 months subjected
to the approval of vacancies from the Department of Management
Services pertaining to the appointments of contract workers.

The report requested under number ii as per the recommendations of the
committee has not been submitted to the committee until 25.05.2017.

03. Conducting a ceremony by the name of Isiwara Osu launch
in the vear 2015 incurring an expenditure of Rs.7 million as

the initial step to introduce 10 new products to the market

Out of the expenditure borne on this event 71% had been spent on behalf
of publicity .Out of the 10 products 01 was new and the other 09 products
were old products. It was also revealed that no research had been
conducted with regard to the introduction of these products.

The chairperson stated that the objective behind this was to enhance
directing production to the private sector.

Recommendations

The committee instructed to make arrangements to inquire about the
market share of the institution and to increase the sale of products.

To submit ¢ report to the committee within a period of one month
including information on the production of each product in the years 2014,
2015 and 2016, prices , amount of sales, ( separately as the amount sold to
the public sector and the private sector ) and amount of sale prior and
subsequent to introducing as a new production and the particular changes
as a percentage.

Reporting the current situation and the progress

The information on each of the production, price and the amount of sale
for the years 2014,2015 and 2016 have been presented to the committee.
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The other information recommended to be submitted by the
committee have not been presented even as at 25.05.2017 and it has
been informed through letter number 01/15/02 @ei¢.0 and dated
12.11.2016 of the secretary to the Ministry of Health, Nutrition
and Indigenous Medicine that the required procurement
arrangements are made to conduct a market analysis pertaining to
sales activities.

04. Female officers are addressed impolitely and scolded by the
Chairperson.

The committee paid its special attention towards the complaints made
before the committee by the female officers to the effect that they are
scolded with obscene words by the Chairperson of the Corporation when
they are on duty.

The committee which quoted the cabinet decision dated 20.04.2016, paid
attention to the criteria to be based on when appointing Chairperson and
members of Director boards for public enterprises.

Recommendations

The committee decided to take firm measures in case of receiving similar
complaints from female officers and informed the chairperson to see that
such things are not repeated .

Similarly, the relevant officers were informed that the particular female
officers should not be harassed for the complaints that they have lodged
and that if so done, it should be reported to the committee and the Auditor
general.

Reporting the current situation and the progress

The chairperson of the Sri Lanka Ayurvedic Drugs Corporation has been
informed by the secretary to the Ministry of Health, Nutrition and
Indigenous Medicine through his letter number 01/05/02-eng/vol.ii and
dated 2016.11.07 that this kind of issues should not be repeated in future
and also that the institution should be maintained with a proper
management process.
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This institution was re summoned before the committee on 07t December
2016 to inquire about the current progress regarding the implementation
of the recommendations given by the committee at the investigation
conducted having initially summoned this institution to the committee on
04t October 2016 and there, the following matters were revealed .

Major issues identified

05. Releasing Mr.M.J.Marasinghe who served as the General
manager of the corporation from his post and appointing a

new General manager instead.

The chairman stated that the director board expressed agreement regarding
the release of the former general manager , that a new general manager
has been appointed subjected to the approval of the cabinet and that the
relevant cabinet memorandum has been drafted by now and also that
cabinet approval has not yet been obtained for the aforesaid cabinet paper.

It was revealed that it has been pointed out by the officers of the
Department of Public Enterprises that this appointment is illegal since a
retired public servant above the age of 60 can not be recruited back to the
public service subjected to the covering approval of the cabinet . Here the
required cabinet approval has not been obtained for the appointments and
appointments can not be given only on the basis of a director board
approval.

The committee pointed out that the appointment of the new general
manager is not lawful. Similarly, it was also revealed that it has been
pointed out by the additional secretary who represented the Ministry in
the Director Board meeting that this appointment can not be made.

06. Calling explanations from the Human Resource Manager
and the Internal Auditor

It was the opinion of the committee that the manner in which the institution
has responded in spite of the fact that it has been emphasized that action
should not be taken against the officers who made submissions in front of
the committee which was held on 04.10.2016 is not the way to abide by
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the instructions given by the committee asking all the parties to work
together avoiding weaknesses in order to make the institution a better one.

Similarly, the committee paid special attention towards the situation
where disciplinary action has not been taken against the officers against
whom such action should be taken.

However, the committee appreciated the provision of information for the
investigations conducted against this institution by the secretary and the
officers of the Ministry of Health, Nutrition and indigenous medicine and
also the Endeavour made to put things back to normalcy.

The committee which regretted about the methodologies adopted by the
institution, stated that it is also evident that no attempt is made to protect
the future existence of the institution.

Recommendations

The committee which stated that it is meaningless to question about this
institution since it is evident that the heads of the institution act in a
malicious manner regarding the officers who make submissions in front
of the Committee, further stated that there is no other alternative than
making submissions through a report on the Sri Lanka Ayurvedic Drugs
Corporation to Parliament .

1. The Department of Public Enterprises was directed to provide the
committee with a report within a period of two weeks regarding all
the activities of the institution during this investigation period.

ii. Similarly, the Auditor general was also directed to submit the
committee with a report of the above nature within two weeks.

iii. And also, the secretary of COPE was instructed to submit a
request to the chairman of The Committee on High Posts of
Parliament asking to summon the chairperson of the Institution
expeditiously to the committee..

Reporting the current situation and the progress

The Department of Public Enterprises has presented the relevant report
dated 22.12.2016 and after the receipt of the report which has been
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requested from the Auditor general in this regard , it has been decided by
the committee to submit a report on this institution to Parliament.

Further, the committee has made arrangements to send a written request
to the chairman of the Committee on High Posts of Parliament asking to
summon the chairperson of the Sri Lanka Ayurvedic Drugs Corporation
to the Committee on High Posts of Parliament expeditiously and the
chairperson of the Sri Lanka Ayurvedic Drugs Corporation is to be
summoned in front of the committee on High Posts of Parliament very
soon in near future.
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National Lotteries Board

( Ministry of Finance)
Date of Examination: 05t December 2016

07th February 2016

Major issues identified

National Lotteries Board was summoned before the committee on two
occasions during this period. The following facts were revealed at the
investigation conducted on 05t December 2016.

01.

1l

1il.

1v.

At the start of the discussion., the attention of the members

was drawn towards the following matters by the
chairperson

This institution has been summoned before the committee on
22.07.2016 and the major issue discussed on that day was the
methodology of printing lotteries.

Although the institution has been informed to prepare a proper
methodology regarding printing lotteries and to make the
committee aware of that, no measure has been taken by the
institution in that regard yet.

Although a newspaper advertisement calling tenders had been
published on 23.07.2016, the committee which met on 22.07.2016
has not been enlightened on that matter.

It was informed that the chairperson can not attend COPE due to
medical reasons when the institution was informed regarding
summoning before COPE, and on several times it has been
requested from the Ministry of Finance to issue another date for
the committee meeting.

It has been informed that only the Tender committee, Procurement
committee and the General manager should participate since the
matters to be discussed on this particular date were regarding the
tender related to printing lotteries
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The general manager stated that publishing a newspaper advertisement
calling tenders on 23.07.2016 could have been an oversight, since it has
not been informed in the committee which was held on 22.07.2016.He

apologized regarding the matter.

02.

03.

il.

The committee inquired about the following matters.

Although it has been informed on the committee meeting held on
22.07.2016 to prepare a formal methodology regarding the
requirement of a security printing system to print lotteries, the
committee has not been enlightened regarding that. And the
committee inquired as to why it was not done.

The chairman of the National Lotteries Board stated that a reply
has been sent to the Secretary to the ministry in this regard.

The committee expressed its displeasure over not forwarding the
said response to the committee.

The committee inquired as to why the committee was not
enlightened on 22.07.2016 regarding the tender notice which was
published on 23.07.2016.

The chairman stated that the committee was not enlightened on
that since the particular matter was not taken up for discussion on
the said day.

This response was not accepted by the committee.

Lottery Printing Tender

After an extensive discussion the committee made the following
recommendations.

Recommendations

L

To send a report to the committee within a period of 2 months after
conducting an examination regarding the following matters having
appointed a Ministry level independent investigation team.

» Whether the institution to which the tender for printing
lotteries has been given, has fulfilled the necessary
requirements;

94



The Fourth Report of the Committee on Public Enterprises during the First Session of the
Eighth Parliament of the Democratic Socialist Republic of Sri Lanka

» Whether activities would be conducted as per the
requirements of the board;

» What would their conduct be during the probationary period?

ii. To present a report within 02 months informing whether the
technical evaluation committee works as per the requirement of the
institution based on the technical factors at the institutional level.

iii. To present a report to the committee based on financial factors and
to conduct a site inspection of machinery used by Tharanji Printers
for printing lotteries and to present a report within 2 months
regarding the site inspection .

Reporting the current situation and the progress

The relevant report has not been submitted to the committee even as at
25.05.2017.

This institution was re summoned before the committee on (7th
February 2017 to inquire the current progress related to the
implementations given at the investigation conducted having
summoned them before the committee on 05t December 2016 and
the following facts were revealed there.

Major issues identified

04. Report of the three member committee

At the start of the meeting the chairman expressed his displeasure for not
providing the report including the observations made by the three member
committee appointed by the secretary to the ministry of Finance to
investigate about the procurement procedure related to the printing of
lotteries by the National Lotteries board, to the members of the committee
early on.

The secretary to the Ministry stated that many shortcoming have occurred
in the procurement process as per this report. The chairperson of the
Lottery board stated that they have not received the said report yet.
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Recommendations

1. To direct the chairperson to get the report of the three member
committee if the Lottery Board has not received it and to respond
to it accordingly and to send a copy of the response report to the
committee.

ii. To submit the three member committee report to the Auditor
general, chairperson of the Lottery Board and to COPE.

iii. To present a report of the committee prepared based on the above
two reports and the report currently prepared by the Auditor
general in this regard , to Parliament

Reporting the current situation and the progress

The above reports have not been submitted to the committee even as at
25.05.2017. A copy of the report prepared by the Auditor general has been
presented to the chairman of the committee and a draft report is being
prepared based on the said reports.

05. Lottery Printing Tender

The following matters were emphasized regarding the lottery printing
tender.

1. The committee inquired whether the officers of the board visited
the particular company and checked whether the In Line Machine
is available prior to awarding this tender. Further it was requested
to explain the exact definitions of In House and In Line as well.

i1. Tharanji Printers did not possess such a machine and the
committee inquired regarding awarding the tender to them in spite
of the fact that Tharanji Printers has not been recommended by the
Technical Evaluation committee.

iii. The committee stated that is a grave mistake not to summon other
tenderers and to discuss the minimum price with them putting
aside the institutions which were not recommended by the
Technical evaluation committee.

iv. The explanation given to the committee in this regard was that the
technical requirements too have been disregarded here in view of
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breaking up the monopoly since the objectives of the government
too were to break up monopoly, to achieve transparency and to
follow tender procedures.

The chairperson of the Technical Evaluation Committee stated that the
officers of the board have gone to inspect the company prior to providing
the tender and as there wasn’t a Fully in line machine but only a Semi
Inline machine it was not recommended by the Technical Evaluation
Committee.

Recommendations

The committee stated that 08 acceptable factors and 05 shortcomings have
been pointed out in the report of the Ministry.

To present within two weeks the recommendations of the National
Lotteries Board regarding the five shortcomings and recommendations
to further establish the acceptable factors indicated .

Reporting the current situation and the progress

The relevant report has not been submitted to the committee even as at
25.05.2017.

06. Increase of the prices of Lotteries

1. It was inquired whether a feasibility study was conducted prior to
increasing the lottery prices and if not whether it was included in
the action plan or if not as to what was the basis for that.

1. The committee asked to explain the procedure adopted when prices
are increased through a budget proposal.

The chairman stated that a tax of 5/- rupees was imposed on all the lotteries
through budget proposals and that a lottery can not be sold at Rs.20/- then
and that the prices were increased with effect from 01st of January as per
the notice given by the Ministry asking to increase the prices of lotteries
up to Rs.30/-.

Further, the chairman stated that the subject minister can issue the Gazette
notice regarding the increase of prices once the budget is passed and that

the prices would be increased accordingly.
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07. Register of Sales Representatives.

Factors regarding the register of sales representatives newly appointed
after 2015, methodology to appoint them and the ability of a qualified
person to submit an application etc. were inquired.

The chairman stated that a newspaper advertisement is published in this
regard and that chances are available for direct requests as well.

Recommendations

It was recommended to submit the committee with a register of sales
representatives newly appointed after 2015 and also that appointments
should not be given based on political interference .

Reporting the current situation and the progress

The relevant report has not been submitted to the committee even as at
25.05.2017
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Ceyvlon Petroleum Corporation

(Ministry of Petroleum Resources Development)
Dates of Examination: 25t January 2017

Major Issues Identified

01. Submission of information required by the Department of
the Auditor General

Committee inquired about the order issued by the Chairperson to the effect
that all information submitted to the Department of Auditor General
should be subject to his approval and the non-provision of required
information for audit.

Recommendations

A circular instructing the Corporation to comply with information requests
made by the Department of the Auditor General and explaining the
responsibility of the Corporation to submit all such information without
delay is to be issued to the Corporation at the Ministerial level within a
month.

Reporting current status and progress

In keeping with the above recommendation of the Committee, the
Secretary to the Ministry of Petroleum Development has issued internal
circular no. MRPD/ 1A/01/2017 dated 13-02-2017 ordering that
information required by the Auditor General should be furnished. (Annex
25)

02. Lack of an approved recruitment procedure and availability

of vacancies in higher level positions

Attention of the Committee was drawn to the lack of an approved
recruitment procedure that is suitable to all departments of the
Corporation.
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Secretary to the Ministry stated that action will be taken to formulate a
recruitment procedure, obtain approval and fill the vacancies.

Since publishing vacancies in the website of the Corporation is the practice
adopted at present to notify the public of any vacancies in the Corporation,
Committee inquired whether such notifications are displayed on the
website for a sufficient period of time.

Recommendations

1.

1l

1il.

A letter should be forwarded to the Salaries and Cadre
Commission inquiring about the current status of granting
approval to the recruitment procedure of the Corporation and
checking whether there are any issues that hinder the approval of
the same.

Since the Chairperson has stated that 98 recruitments were made
in year 2016, a report comprising of information regarding the
following should be submitted to the Committee within a month

> Number of vacancies

» the date on which vacancy notification was published on the
website

» the period of time during which vacancy notification was
published on the website

» the date and time of removing the vacancy notification from
the website

» number of applications received
» method adopted to hold interviews

Committee instructed to get approval for the recruitment procedure
of the Corporation without delay and instructed the Auditor
General to report to the Committee after conducting an
investigation into the recruitments made by the Corporation in year
2016.

Reporting current status and progress

In keeping with the above recommendation of the Committee, a letter has
been sent to the Salaries and Cadre Commission on 13-03-2017 inquiring
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about the current status of approving the cadre of the Ceylon Petroleum
Corporation.

Although information on the 98 recruitments made in year 2016 has been
submitted in line with recommendation (ii) above, information requested
regarding the publishing of vacancy notification on the website (date and
time published, date and time removed, period of time the notice was on
display etc.) has not been furnished.

Report requested from the Auditor General regarding recruitments made
by the Corporation in year 2016 is pending.

03. Hedging deal

Current status of the investigations into this deal carried out by the
Attorney General, Criminal Investigation Department and the
Commission to Investigate Allegations of Bribery and Corruption and the
current status of this deal were inquired.

Secretary to the Ministry stated that the Ministry has decided to not
conduct its own investigation but to extend its fullest corporation to the
investigations currently carried out by the above institution since it has
been observed that the institutions mentioned above are carrying out an
in-depth investigation into the matter.

It was revealed that the loss which was at Rs.10.2 billion as at January
2016 has now been increased to 14.062 billion by 31-12-2016.

Recommendations

1. A report comprising of all information available in this regard at
the Ministry should be submitted to the Auditor General without
delay.

1. After studying the aforementioned report along with the verbatim
of what transpired in this regard during previous Committee
meetings, the Auditor General should submit a report to the
Committee within a month.
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iii. Committee decided to submit a report and inform Parliament
regarding the hedging deal after the above report is received.

Reporting current status and progress

Ceylon Petroleum Corporation has submitted the respective information
to the Auditor General and Auditor General is currently in the process of
preparing the aforesaid report.

04. Accepting sub-standard aviation fuel

Chairperson stated that the batch of aviation fuel was accepted because the
said fuel had an acceptable standard and could be used after refining
although it did not meet the expected standard of aviation fuel at its arrival.

Furthermore, the Chairperson stated that new fuel pumps for 2016 have
not been purchased yet and that the opportunity to import fuel is given to
institutions or persons only if they possess the required qualifications.

Recommendations

It was informed that a report regarding the following be submitted to the
Committee within three weeks:

1. Register of institutions and persons that received approval to
import aviation fuel during the past two months

1. A comparison should be made between the discount received and
the cost of refining sub-standard fuel in the process of accepting
sub-standard aviation fuel at a discounted price should be made
and included in the report

Reporting current status and progress

Register of institutions and persons that received approval to import
aviation fuel during the past two years has been submitted to the
Committee. It is evident that 05 suppliers were registered in 2015 and 14
suppliers were registered in 2016.

In keeping with the above recommendation no. (ii) of the Committee, a
report prepared by a committee comprising of two Deputy General
Managers of the Ceylon Petroleum Corporation regarding the acceptance
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of sub-standard fuel from Vitol Asia Pte. Ltd. in December 2016 at a
discounted of 0.95 US Dollars per barrel has been submitted to the
Committee. According to the report, this transaction has not caused any
loss and has resulted in a profit of Rs. 12 million.

05. Both the posts of Chairperson and Managing Director
being held by the same individual

Committee drew its attention to the fact that recommendation made at the
Committee meeting held on 08-04-2016 to the effect that two people
should be appointed as the Chairperson and the Managing Director has not
been adhered to.

It was revealed that the Department of Public Enterprises of the General
Treasury has informed the Secretary to the Ministry of Petroleum
Resources that it is better to appoint two individuals to occupy the posts
of Chairperson and Managing Director although the Act enables the same
person to occupy both these positions.

Recommendations

Secretary to the Ministry was notified to inform the Minister to appoint
two different individuals to these positions of Chairperson and Managing
Director after reconsidering the fact that concentration of power related to
decision making and implementation could be detrimental to the country
in view of the financial monopoly status enjoyed by the Ceylon Petroleum
Corporation and its immense impact on the economy of the country, for
instance the hedging deal which still continues to pose negative outcomes
to the country.

Furthermore, Secretary to the Committee was instructed to send a letter
comprising of matters discussed in this regard at the Committee to the
Secretary to the Ministry and copy the same for the information of HE the
President, Hon. Prime Minister and the subject Minister. The Secretary to
the Committee was instructed to attach to the same, a copy of the letter
sent by the General Treasury to the Secretary to the Minister
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Reporting current status and progress

Secretary to the Ministry of Petroleum Resource Development has
informed on 04-04-2017 that two different persons were appointed to the
posts of Chairperson and Managing Director of the Ceylon Petroleum
Corporation as determined at the Committee.

As determined at the Committee, the recommendation of the Committee
that two different persons should be appointed to the posts of Chairperson
and Managing Director of the Ceylon Petroleum Corporation has been
sent to the Secretary to the Cabinet with copies to the Secretary to the
President and Secretary to the Prime Minister on 14-02-2017 under
reference COPE/08/01/2017 by the Secretary to the Committee.

06. Qil tank farm in Trincomalee

Committee was of the opinion that attention should be drawn to future
action that can be taken according to the agreement made with India in
this regard.

Recommendations

1. Documentation related to the tender should be submitted to the
Committee within two weeks

ii. A copy of the agreement made with India in this regard in 2003
should be submitted to the Committee within two weeks

iii. Decisions on steps to be taken in future should be made after
inquiring from the Attorney General the steps that would be
favorable to Sri Lanka as per the agreement

Reporting current status and progress

Comprehensive report submitted in relation to (i) above is annexed as
Annex 26.

Furthermore, a copy of the agreement made with India in 2003 has been
submitted as per recommendations (ii) and (iii). It has been reported that
information has been requested from the Attorney General regarding
future steps that can be taken regarding this agreement.
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The Fourth Report of the Committee on Public Enterprises during the First Session of the
Eighth Parliament of the Democratic Socialist Republic of Sri Lanka

Lanka Mineral Sands Ltd.

(Ministry of Industry and Commerce)
Dates of Examination: 26t January 2017
07th February 2017

Major Issues Identified

01. Establishment of a new machinery plant in Kokilai

Although 117 new employees (office labourers) were recruited to start a
new machinery plant in Kokilai, they have been attached to the Pulmude
office instead of deploying them for the above task.

Committee was informed that approval was obtained from the
Management Service Department to recruit the aforementioned 117
employees.

Recommendations

Documentation pertaining to obtaining the said approval which were sent
to the Department of Management Services through the Ministry, were to
be submitted to the Committee.

Reporting current status and progress

Aforesaid documents had not been submitted to the Committee as at
25.05.2017.

02. Spending money on tasks that are contrary to the objectives

of the Company — Beach Park

Welfare funds of the Company have been utilized for the construction of
roads and buildings in various other areas in contravention to the
objectives of the institution.

109



Parliamentary series No 313

Recommendation

Information pertaining to spending Rs. 40 million for the construction of
the Hambantota Beach Park and the spending of money for making
improvements to the Devinuwara Maha Devale have come to light. The
two files pertaining to the above two expenses should be sent to the
Committee.

Reporting current status and progress

Aforesaid documents had not been submitted to the Committee as at 25-
05-2017.

03. Vision of the organization

Although the vision of the organization is ‘to become one of the major
foreign exchange earners of the country’, it has been revealed that the sand
discarded in our country contains minerals equal to 10% of the total
mineral sands produced in Australia.

The competent authority informed that mining permit have not been issued
by the Geological Survey and Mines Bureau for years 2014-2016.

Recommendation

It was decided to call the officers of this institution, Geological Surveys
and Mines Bureau and the following staff members on 07-02-2017 and
inquire about the hindrances that prevent the issuance of permits to
Mineral Sands Company.

1. Engineers working at the Pulmude Plant
1. Mr. S.A. Nandadeva,Former General Manager

Reporting current status and progress

As per the decision taken to call the Geological Surveys and Mines Bureau
and ask them about the hindrances that prevent them from issuing permits
to Lanka Mineral Sands Ltd., both the Geological Surveys and Mines
Bureau and Lanka Mineral Sands Ltd. were called to the meeting of the
Committee held on 07.07.2017.
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04. Selling the institution to the private sector

It has been observed that a Cabinet Paper was formulated and submitted
with the objective of selling this institution to the private sector.

Recommendation

Following orders were issued by the Committee:

1. The Cabinet Paper and all related documents should be sent to the
Committee within a week (in order to inform the Secretary to the
Cabinet that the said process must be stopped)

ii. A plan should be prepared to successfully restructure the
institution

iii. A plan should be formulated to bring mineral sands to the value
added product category

iv. Progress of the above should be reported to the Committee within
a month

Reporting current status and progress

Cabinet Paper submitted for selling this institution to the private sector has
been sent to the Committee by the Institution.

As per the decision of the Committee, the Secretary to the Committee on
Public Enterprises has sent the letter dated 03-02-2017 in order to take
steps necessary to stop selling Lanka Mineral Sands Company to the
private sector as proposed in the aforesaid Cabinet Paper. (Annex 27)

Reports in accordance with recommendations (i1), (ii1) and (iv) of the
Committee have not been submitted to the Committee as at 25-05-2017.

05. Work in progress in 22 projects

Nature of the work in progress estimated to be Rs. 354 million as at 31-
12-2016 related to 22 projects was inquired.
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Recommendation

The officers informed the Committee that the said projects have not been
handed over to the Company by the contractors yet. Therefore the
committee recommended that a report on these 22 projects be sent to the
Committee.

Reporting current status and progress

The said report has been forwarded to the Committee under letter of the
Secretary to the Ministry of Industry and Commerce dated 01-02-2017
with reference MIC/116/LMS/Coma.
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Annexure 27
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The Fourth Report of the Committee on Public Enterprises during the First Session of the
Eighth Parliament of the Democratic Socialist Republic of Sri Lanka

Lanka Mineral Sands Limited

(Ministry of industry and commerce)

Geological Servey and Mines Bureau

(Ministry of mahaweli development and environment)
Dateof examination — 07t February 2017

Geological Survey and Mines Bureau and Lanka Mineral Sands Itd were
called before the committee on 07.02.2017 as per the decision taken to call
geographical survey and mines bureau together with Lanka mineral Sands
Ltd on 27.02.2017 to examine as to why mining licences have not been
issued to Lanka Mineral Sands Ltd and to enquire about the obstacles that
are there to issue licences to Lanka Mineral Sands Ltd., based on the facts
that were revealed at the occasion when Lanka Mineral Sands Ltd Was
called before the Committee o 26 January 2017

Major Issues identified

01. Not issuing mining licences

It was enquired as to why mining licences have not been issued to Lanka
Mineral Sands Ltd by the Geological Survey and Mines Bureau. As per
the Cabinet decision taken on 14.11.2012, permission should not be
granted to export mineral sands without value addition.

The Chairman of the Geological Survey and Mines Bureau stated that
mining licences had not been issued to Lanka Minaral Sands Ltd. Because
Lanka Mineral Sands Ltd exported Mineral Sands without that, the
application for the extension of the mining licence has been accepted by
the Bureau.

02. Extension of the mining license

1. The committee enquited whether licences have been issued after
the aforesaid cabinet decision of 14.11.2012
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ii. Enquiring whether licences are issued to only those who are
engaged in exploration activities.

iii. Obtaining a clarification from the Cabinet as to what value
addition means

Stating that a case had been field regarding this by Alchemi Heavy Metals
(pvt) Ltd and that the case was withdrawn later, and that steps were taken
on 09.12.2014 to issue two licences to this company after a discussion that
had been held with the minister

The chairman of Geological Survey and Mines Bureau stated that it is
possible for such parries to apply for licences.

Recomandations

Directing the secretary to the ministry of mahaweli development and
environment to get such a clarification

Reporting the present situation and the progress

The aforesaid detailed report had not been submitted to the committee
even by 25.05.2017

03. The process of value addition follow up

To do the follow up in order to find out whether the private institutes that
have obtained licences at present are engaged in a value addition process
as such institutes purchase sands from Lanka Mineral Sands Limited and
export them

Recommendations

Directing the chairman of Geological Survey and Mines Bureau to do a
follow-up to find out whether alchemy heavy metals (Pvt) Limited is
engaged in a value addition process and report the findings to the
committee.

Reporting the present situation and the progress

The aforesaid detailed report had not been submitted to the committee
even by 25.05.2017
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04. Alchemy company — mining

Enquiring whether Alchemy Company engages in mining after obtaining
licences in 2014

Recommendations

That Alchemy Company has made arrangements to engage in mining
activities being noted by the committee and directing the chairman of
Geological Survey and Mines Bureau to do a followup to findout whether
this company is engaged in mining activities

Reporting the present situation and the progress

The aforesaid detailed report had not been submitted to the committee
even by 25.05.2017

05. Not issuing mining licences to Lanka Minarel Sands Ltd

The effort of the committee on Public Enterprises is to prevent the
occurrence situationin which Lanka Minaral Sands Ltd will have be closed
down after the stocks of salt presently available with the company are
finished because mining licences are not issued to this company and
emphasizing the fact that Lanka Minaral Sands Ltd should be engaged in
value addition process and start direct exports without selling sands
through middlemen.

Recommendations

Directing the authorities of Lanka mineral Sands Ltd to find some value
addition process and to submit proposals regarding the same to the
committee.

Reporting the present situation and the progress

The aforesaid relent proposals had not been submitted to the Committee
even by 25.05.2017
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At the end of the examination that was carried out having called
Lanka Mineral Sands Ltd and Geological Survey and Mines
Bureau before the Committee the two institutes were commonly
issued the following recommendations by the committee.

06. Centralized Plan

The committee emphasized the importance of submitting a centralized
plan jointly by these two institutes for the development of this valuable
resources. The chairman of Geological survey and Mines bureau stated
that mining licences of Lanka Mineral Sands Ltd was not banned on any
on any occasion and that it was only stopped temporarily. He also stated
that following measures can be followed with regard to issuing of licences:

1. Amending the cabinet decision
ii. Entering in to a value addition process

Recommendations

Directing the two chairman of the institutes to prepare such a plan and to
submit a copy of the plan to the committee.

Present situation and reporting the progress

The aforesaid detailed report had not been submitted to the Committee
even by 25.05.2017

07. Quartz deposit

The Committee discussed that there is a quartz deposit in a land belonging
to Forest Conservation Department in Kotigambokka area and that this
deposit can be used to make solar panels. The Committee draw its
attention towards the economic benefits that can be gained through a value
addition process of this nature.

Recommendations

Directing the two secretaries to the Ministries to carry out a feasibility
study of a value addition process of this nature and to prepare a set of
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proposals jointly by the two secretaries and to submit a copy of the same
to the Committee.

Present situation and reporting the progress

The aforesaid detailed report had not been submitted to the Committee
even by 25.05.2017
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Hingurana Sugar Industries Ltd.

(Ministry of Industry and Commerce)
Date of Examination : 08t February 2017

Major Issues Identified

01. Liqguidating the institute

The Committee enquired about liquidating of Hingurana Sugar Industries
Ltd. as per the Cabinet decision of 2013 and about the process of
liquidating the institute.

Recommendations

1. Drawing the attention of the Department of Management Services
towards this matter.

ii. As the assets belonging to this institute have not been identified
although it has been decided by the Cabinet to liquidate it,
identifying the assets belonging to the institute before identifying
a liquidator.

iii. Carrying out the liquidating process after identifying the assets and
liabilities.

Present situation and reporting the progress

Property that has been transferred to Galoya Plantations (Pvt) Ltd. through
the letter bearing reference 100/01/72 dated 03.03.2017 of the General
Manager of Hingurana Sugar Industries Ltd. and the assets belonging to
Hingurana Sugar Industries Ltd. have been identified separately and has
been reported to the Committee.

Cabinet decision dated 01.02.2017 on liquidating Hingurana Sugar
Industries Ltd., too, has been submitted to the Committee by Public
Enterprises Department for the attention of the Committee.
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02.

Assets and Liabilities of the institute

The attention of the Committee was drawn to whether the assets belonging
to Galoya Plantations Ltd. and those belonging to Hingurana Sugar
Industries have been identified separately, clearly and correctly.

If Galoya Plantations Ltd. is utilizing other assets belonging to Hingurana
Sugar Industries except for the government share that was awarded to
Galoya Plantations Ltd. when it was established, a methodology for
estimating the value of such assets and a way of recovering it from that
company were discussed by the Committee.

Recommendations

1.

1l

1il.

1v.

V1.

Submitting to the Committee within one week a report containing
the following information:

» Details of persons who are utilizing the lands belonging to the
institute.

» Details of persons who are utilizing the buildings belonging to
the institute and its premises.

» Details of persons who are utilizing the machinery belonging
to the institute.

Completing within one month the process of identifying the assets
and liabilities belonging to the institute.

Submitting to the Committee the agreement that has been entered
into with Galoya Plantations Ltd. and submitting within two weeks
a report on the government share of the ownership of that institute.

Reporting to the Committee on how the government share of the
ownership effects at present and what profit is gained by the
government for its share of 51%.

Submitting to the Committee the list of names of the directors of
Galoya Plantations Ltd. who represent the government.

Submitting as early as possible a plan explaining how the process
of identifying assets will be completed.
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Present situation and reporting the progress

Relating to recommendation (i)

As informed through the letter bearing reference 100/01/72 dated
10.03.2017 of the General Manager of Hingurana Sugar Industries Ltd.,
the extend of lands that were centered round Hingurana Sugar Industries
Ltd., which was established on 21.01.1991 as a state affiliated institute
under Companies Act No.17 of 1982 under the name Hingurana Sugar
Industries Ltd. as an independent institute was 7,465,990 hectares. Those
lands have been utilized as follows;

1. The extend of lands (hectares) that have been granted
to Galoya Plantations Private Ltd., which undertook | 77 753
the administration of Hingurana Sugar Industries Ltd., [
on 16 June 2007

ii. Extend of lands (Hectares) that have been granted to ]
4,500 sugar cane farmers on land permits (4,917.810

iii. The extend of remaining lands ™

» The extend of lands that Galoya Plantations Pvt.
Ltd. is utilizing in addition to the extend
stipulated in the agreement — 40,037 hectares

» The extend of lands that have been acquired
unauthorized by a non-governmental
organization from Deeghavapi Zone without the
knowledge of this institute for a housing project

consisting of 500 houses — 24.282

» Unauthorized private homes and other
constructions that have been constructed in lands
belonging to Hingurana Cultivation Zone

» For factory premises within the cultivation zone, >—
field roads and reserves, canals, canal reserves,
other common amenities and for infrastructure | 2,270.180
facilities (hectares) _/

Total area of lands (hectares) 7,465.990

123



Parliamentary series No 313

It has been reported that, except for the extend of lands of 277.753 hectares
that have been granted to Galoya Plantations Ltd. the remaining lands
belonging to the institute (7,465.990 hectares — 277.753 hectares) have
been managed by Hingurana Sugar Industries Ltd. Until now.

Details of persons who are utilizing the buildings and the premises of the
institute have been submitted to the Committee and it has been reported
that, out of the machinery belonging to the institute, tractors and the
trailers have been given to Galoya Plantations Pvt. Ltd. on lease basis and
that they are owned by Hingurana Sugar Industries Ltd.

Relating to recommendations (ii)

Through the letter bearing reference 100/01/72 dated 03.03.2017 of the
General Manager of Hingurana Sugar Industries Ltd., the list of the
properties that have been acquired by Galoaya Plantations Pvt. Ltd. and
the list of assets available under Hingurana Sugar Industries Ltd. have
been submitted to the Committee.

Relating to recommendations (iii)

The relevant agreement has been submitted to the Committee through the
report dated 14.03.2017 that has been submitted by Public Enterprise
Department.

Out of the immovable property and moveable property belonging to
Hingurana Sugar Industries Ltd., the sugar factory, the office, 94 quarters
and other lands in extend of 277,753 hectares have been transferred on a
30 year lease basis and a company named Galoya Plantations Ltd. Has
been formed.

The ownership of shares of the aforesaid company is as follows.
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Galoya Plantation Pvt Ltd

G t
49.0% Ownerhip of S e()c\f[grrnmen
the Private Ownership

Sector
Shares owned
Shares owned by Lanka Orix
by Browns Leasing
Company Company

Relating to recommendations (iv)

As reported by Public Enterprises Department through the letter bearing
reference PE/RES/HIS/Gen/2017 dated 14.03.2017, it has been reported
that the government has so far received no direct benefit for the 51% of
the shares it owns. Further, the aforesaid report also points out that;

1. Sugar production of this company stands at 17% of the total local
sugar production

i1. The profit of this institute which stood at Rs. 219 Million in
2006/2007 has increased to Rs. 911 Million by 2016, and

iii. This institute has obtained a loan of Rs. 50 Million in year
2009/2010 and a loan amounting to Rs.3,754 Million in year 2016,
and the value of the interest alone in year 2015/2016 was Rs.537
Million. As such, this institute has continued to incur losses and
shows a tendency of running into severe financial difficulties.

Relating to recommendations (v)

As stated in the letter bearing reference PE/RES/HIS/Gen/2017 dated
14.03.2017 sent by Public Enterprises Department, the list of names of the
directors who represent the government is as follows;

1. Dr. K.B. Kotagala
ii. Mr. Dushmantha Basnayake
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11. Miss C.S. Perera
iv. Mr. Fowsie

v. Mr. T.P. Wanigasinghe

03. Salaries of the officers

The total number of employees working at the institute at present is 09
and the Committee drew its attention to the fact that salaries had not
been paid to them for 06 months.

Recommendations

Informing the Secretary to the Ministry of Finance through a letter to pay
salaries to those officers until the liquidating process is over on condition
that the amount these paid will be settled after liquidating.

Present situation and reporting the progress

Cabinet paper No. 2016/70 dated 03.01.2017 was submitted in this regard
by the Ministry of Industry and Commerce requesting a sum of Rs.
5,034,223.53 for paying the salaries of the employees and for covering
liquidating expenses. Consequently Cabinet approval was given on
01.02.2017 to grant the aforesaid amount for covering the relevant
expenses until the liquidating process was over.

04. Galoya Plantations Ltd.

The Committee drew its attention towards the manner in which the
Ministry of Finance handles the co-ordination regarding government share
of 51% of the ownership of Galoya Plantations Ltd.

Director of the Public Enterprises Department stated that there is only one
officer representing the government in the Board of Directors of Galoya
Plantations Ltd.

Recommendations

1. Examining the government share of the ownership in the
agreement that has been entered into with Galoya Plantations Ltd.

ii. Calling Galoya Plantations Ltd. Before the Committee.
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Present situation and reporting the progress

The Cabinet decision dated 01.02.2017 regarding liquidating of Hingurana
Sugar Industries Ltd. has been submitted to the Committee by Public
Enterprises Department through its letter bearing reference
PE/RES/HIS/Gen/2017 dated 14.03.2017

As stated in the aforesaid letter, the Cabinet of Ministers has decided to
invest the sum of Rs.516 Million (Rs. 222 Million, which is the
government valuation of the moveable property, and Rs. 294 Million,
which is the government valuation of the lease payment for 30 years for
the lease of the immovable property), which is the total value of the
property belonging to Hingurana Sugar Industries (the Sugar factory,
office, 94 quarters and 277.753 hectares of other lands on a 30 year lease
basis) that is transferred to Galoya Plantations Ltd. as the 51% of the
ownership of the government in that Company.

Further, on a decision made by the Committee, it has been scheduled to
call Galoya Plantations Ltd. before the Committee on 21.06.2017

05. Assets transferred to Galoya Plantations Ltd. by the
Ministry of Finance

The Committee enquired about the list of assets that had been transferred
to Galoya Plantations Ltd. by the Ministry of Finance.

The Committee discussed the issue of not including the old distillery in
the list of assets of the institute.

Recommendations

1. Submitting the relevant list of names within two weeks

ii. Giving the recommendation to the Secretary to the Ministry of
Industry and Commerce and to the General Manager of Hingurana
Sugar Industries Ltd. to discuss with Galoya Plantations Ltd. the
issue of not including the old distillery in the register of assets of
the institute.
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Present situation and reporting the progress

As stated in the letter bearing reference PE/GOCO/GPL/11 dated
24.12.2009 of the Director General of Public Enterprises Department,
movable property, of which the valuation was Rs. 222.0 Million, had been
transferred to Galoya Plantations Ltd. and that list of assets did not contain
the old distillery (Annexe 28)
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Annexure 28
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‘trented as the additionel Share capital of the company mads by Governmers.
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Lanka Fisheries Corporation

(Ministry of Fisheries and Aquatic Resources)
Date of Examination : 9th February 2017

Major Issues, identified

01. Combined plan and the action plan

inquiries were made as to whether the plans that have been drawn up
for year 2017 and beyond , the current position and the action plan ,
have been incorporated in the combined plan.

Recommendations;

i. Within a month’s time , to submit the committee , a strategic
combined plan which is designed towards varying the current
unfavorable situation of institution in to a favorable situation

ii. Obtaining the director board approval in that regard
iii. Having technical assistance, if necessary.

Report on the current situation and the progress

Aforesaid detailed report had not been submitted to the committee even
by the date 25.05.2017 .

02. State and private ownership

It was revealed before the committee that the central bank had
informed, by a circular that this ownership should be at 40 to 60
ratio.

Recommendations:

To Submit aforesaid circulars to the committee.

Report on current situation and the progress

Aforesaid detailed report had not been submitted to the committee even
by the date 25.05.2017 .
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03. The basic report compiled by FErnest & Young on Sri
Lanka Fisheries Corporation .

Recommendations

1. To submit the basic report compiled by Ernest & Young to Auditor
General and the Committee.

ii. To Submit recommendations on the manner asto how the
Auditor General perceives the shortcomings , the financial
performance and the maintenance of market profits , based
on the report of the Ernest & Young and the proposals
intended for the development of the institution.

iii. To Submit areport by State Enterprises Department as well,
based onthe report of Ernest & young and the proposals
for the development of the institution .

iv. Preparing a report, having a shared discussion with Ministry ,
Ernest and Young and Fisheries Corporation  on The current
situation of the corporation and on all the future plans , based
on the report of the Ernest & Young and the proposals for
the development the institution

Report on Current situation and the progress

The compact disc containing the basic report which was compiled by the
Ernest & Young has not been submitted to the committee by the date
02.03.2017 .

The secretary to the Ministry of Fisheries and Aquatic resources by
the letter Number 1/6/7/2/2 , dated 20.03. 2017 had informed that a
discussion had been scheduled to be held on 20. 03. 2017 with the
participation of  Ernest & Young , Ministry of Finance, Auditor
General‘s Department and Lanka Fisheries Corporation regarding the
preparation of business plans of Sri Lanka Fisheries Corporation, as
recommended by the committee under aforesaid recommendation
number ( 1v)
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04. The franchise shops that handle the sale of fish
making losses

28 franchise shops 1n 2014, 30 franchise shops in 2015 and 27 franchise
shops in 2016 had made losses out of 32 franchise shops that handle sale
of fish and the total loss that had been made in those years respectively
amounts to, Rs. 180, 538,573/-, Rs. 138, 040, 828 /- and Rs.
68,184,221/-. The loss incurred by 8 ice factories in 2015 and 2016
respectively, was amounting to Rs. 33,364,965/- and Rs. 17,581,153/-.

Recommendations

i. To submit plans to reduce the losses made by franchise shops.

ii. To rectify the defects of the accounts that are being maintained
for 32 franchise shops.

iii. To Pay more attention on the administrative and accounting
affairs of the franchise shops that have been closed down.

Report on the current situation and the progress

The report had not been submitted even until 25. 05.2017

05. The lands, owned by the Corporation

Actions have not being taken by the management for legal acquisition
of 8lands to the extent of 9 acre, 15.59 perch that owned by the
Corporation for over 32 years from the holders . Inquiries have been
made on the acquisition of the ownership of the land that had been
given to aprivate party ona bond ofsale, interms of an agreement
which was entered in year 2006 .

Recommendations

To Submit a detailed report to the committee and the Auditor General

1. On the basis in entering in to aforesaid sale agreement
ii. Asto who decided on that.
iii. As to what was the director board decision at that point of time.

iv. Of the income accrued from the deed of sale.
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v. As for which purpose the income was utilized.

Report on the current situation and the progress

Respective report had not been submitted to the committee even by the
date 25.05.2017 .

06. Tuna Project

A loss, tothe tune of Rs. 47,359,695 /- had incurred , for two
week’ s time , by reason of sale and purchase of fish stocks with the
approval of the then deputy Chairman , outside the fixed prices that
had been stipulated by the Tuna project which had been started with
treasury allocations with the view to purchase excess fish produce
from the fishermen until the European fish ban is lifted . The Debtor
balance which was due from the year 2014 was Rs. 9,682,768/-.

Recommendations

To submit a detailed report to the committee and the Auditor General on
followings;

1. Whether Board of Directors discussed on the recommendation of
the Minister.

ii. whether a feasibility study had been conducted on the Tuna
project

iii. As to who decided the prices.
iv. whether there was a committee to decide on the prices

Report on the current situation and the progress

The report had not been submitted even until 25. 05.2017
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Independent Television Network

(Ministry of Parliamentary Reforms and Media)
Date of Examination: 21t February 2017

Major issues, identified

01. Holding Annual General Meeting of the Shareholders |,
late

Recommendations

The committee expressed its dissatisfaction over holding aforesaid
meeting very late and emphasized the fact that in future proper steps
should be taken to hold aforesaid meeting without any delay .

Report on the current situation and the progress

It has been reported that the Annual General Meeting of the
shareholders had been held on 22.02. 2016.

02. Decline of market share and decline of prime time belt
income

The committee observed the decline of market share to 6.3% which was
previously, in 11.8 % in January 2016 and the decline of Prime time
Belt income of the Independent Television Network by 27 % in
comparison with 2015.

On the inquires made by the committee , the chairman stated that the
dearth of creative and talented officers and the issues related to the
methodology in securing the market share, have resulted this situation

The committee was in the opinion that the 9nstitution should look in to
the possibility of devising a new methodology in determining the
market share, in which all the institutions of the field get involved
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Recommendations

To submit a report within two month’s time , on the steps , proposals
and the strategies that will be connected with enhancing the market
share , the prime time belt revenue and in solving the other issues
that exist .

Report on the current situation and the progress

Respective report had not been submitted to the committee even by the
date 25.05.2017.

03. Operational inefficiencies

The committee inquired of following observations that had made on
advertisements on presidential election campaigns in January 2015 .

1. Broadcasting a presidential Election rally from 7.30 pm to 9.50
p.m live, free of charge , calling off other advertisements
and programs that had been scheduled , to the value of Rs.
8,227,333/,

ii. Having to repay Rs. 11,026,498/- to a candidate due to the failure
of broadcasting scheduled advertisements.

iii. more advertisements  than that of the scheduled election
advertisements had been broadcasted on behalf ofa particular
presidential candidate and Rs. 19,091,862/- which should be
recovered for that had not been recovered from the
respective candidate even until the end of the reviewed year .

iv. Charging double from one candidate than from the other out
of the two main candidates who contested in the presidential
election .

v. Broadcasting advertisements of commercial nature to the value
of Rs. 101, 773, 058 /- , free of charge to promote a particular
presidential candidate , classifying them as trailers . In addition ,
broadcasting aforesaid advertisements of commercial nature of
55317 seconds which were not priced in accordance with rate
cards , with the intention of promoting aforesaid candidate.
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The chairman of Independent Television Network stated that formal
disciplinary inquiries are being held against the responsible officers
and such inquiries will be concluded by the end of the first half this
year and disciplinary measures will be taken , accordingly .

Recommendations

To submit areport to the committee within two week’s time, on the
loss incurred by the institution and on all the measures that had
been taken by the institution along with the log records .

Current situation and the progress

A detailed report on the loss incurred by the institution amounting to Rs.
142, 606, 117.00 /- (annexure 29) and log records that had been kept by
the officers of the control room on the instructions that were given by the
higher officials , have been submitted to the committee .

Further, aninquiry has been held on the financial frauds that had taken
place inthis institution by the Presidential Commission of Inquiry to
Investigate Serious Acts of Fraud and Corruption and it has determined
that Mr .Hewage Anura Siriwardana , former chairman , Mr . Upali
ranjith , former Deputy General manager (Marketing ) and Mr . Dilip
Wickramasinghe are responsible for these fraudulent acts.

04, Client Debtor balance amounting to Rs. 718, 250, 680 /-
by the date 31.12.2016 /-

The chairman of Independent Television Network stated that though
the private sector institutions issue loans to repay  within 9 months ,
Independent Television Network issue loans to repay within a small
period time like 3 months and the debt recovery rate of the institution
by now is of a higher rate like 99.3% - 99.7 % .He stated that the
measures will be taken to recover this debtor balance in terms of the
agreements that have been entered with aforesaid each party .

05. Recommendations

To submit areport tothe committee within a month, on the measures
that will be taken to recover the debtor balance .
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The committee emphasized that it is necessary to incorporate solutions
in the action plan of the manner as to how the debtor balance is to be
recovered .

Report of the Current situation and the progress

The letter of the chairman of Independent Television Network dated
29.03.2017 reports that measures will be taken to recover due loans
within the existing mechanism and already measures have being taken
to formulate new agreements with clients , agents and agencies, having
solved previous issues and such new agreements will solve the
debt recovery issues in time to come .

06. Non- completion of construction of  office complex
which was started in 2014 even by December 2016

It was stated that the contracted institution is asking for more funds
than that of the agreed amount and the Department of Architecture of
University of Moratuwa has drawn up the plan and there had been
a defect in mentioning the gauge of the iron rods in the approved items
list .

Recommendations

If the Department of Architecture of University of Moratuwa s
responsible for this issue , to hold the payments that should be made and
to hold all the payments immediately and to inform the relevant
Department  of the  University of Moratuwa to submit written
explanations and send a copy of the same to the committee. And to
conduct an inquiry on all the matters starting from the grant of the
contract up to current situation and report to the committee.

Reporting the current position and the progress

The report had not been submitted even until 25. 05.2017

07. Madolsima Broadcasting station

Despite the fact that a UHF Antenna system had been purchased
with the cost of Rs. 5,791,748 /- in year 2012 , renting out
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transmission equipments from Dialogue Axiata  and paying Rs.
5,875,737/- , Rs. 4, 648, 934/- and Rs. 2,432, 640/- respectively for
electricity , Antenna rent and transmission rent, without initiating the
project until towards the end of year 2016

Chairman stated that it was done so as it was more beneficial to rent
out transmission equipments of Dialogue Axiata than using UHF
antenna system .

Recommendations

To submit a report on the current situation within one month’s time

Report on current position and the progress

It has been reported that this Antenna system has been installed in the
tower of Jaffna telecom centre in order to  broadcast “wasantham TV
programmes in Jaffna area properly and seeing that the antenna
system which was purchased to install on Modolsima mountain top was
not installed in said broadcasting station .
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The University Grants Commission

(Ministry of Higher Education and Highways)
Date of Examination : 2274 February 2017

Main issues identified

01. Improper enrolment

Inquiring whether an enrolment has taken place in year 2015 based on
some selection method without advertising.

The Chairman stated that the University Grants Commission has issued a
circular titled 697 on a decision reached by the Cabinet of Ministers in
year 2006 to this effect and thus this has taken place.

Recommendations

Ordering to send the decision of the Cabinet and the circular for an audit
query.

02. Purchasing a vehicle

Inquiring whether a vehicle has been purchased spending Rs.25 million,
without the approval of the treasury, from the revenue received by selling
the handbook on university admissions.

On a letter issued by the treasury on 02.05.2014, if there are funds
generated, a vehicle can be purchased on approval of the Secretary to the
Ministry. Therefore, stating that a vehicle was purchased on Secretary’s
approval in 2015.

Recommendations

The committee recommended that the required funds should have been
obtained on cabinet approval by explaining the requirement of a vehicle
and certain measures for the welfare of university students should have
been taken from the funds generated.
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03. Vacancies remain unfilled when enrolling students to
universities

Focusing attention on the instances reported where students are unable to
enter universities even having obtained 3A passes and vacancies remain
unfilled due to not enrolling the required number of students.

The Chairman said although the total number of students have been
enrolled based on the records there is a drop in students’ attendance; they
will be allowed to rectify any mistake committed when applying online;
programmes were organized in Zonal Educational level to educate the
children in this regard.

Recommendations

Ordering to send a brief report comprising the Chairman’s explanation to
the committee within a week.

Present situation and reporting the progress

The relevant report had not reached the committee even by 25.05.2017

04. Establishing private universities and private degree
awarding institutions

Inquiring whether approval of the University Grants Commission should
be obtained when establishing a private university and whether there is a
monitoring process when a private university is established.

Stating that, before 22.02.2012, the authority of granting approval was
vested within the University Grants Commission and subsequently it was
entrusted with the Ministry and private degree awarding institutions are
approved by a Specified Authority or an Institution  appointed by the
Minister under the clauses 25A and 70 of the University Act.

The Secretary to the Ministry said on an application submitted by SAITM

in Malabe in year 2007, a preliminary investigation wascarried out in year

2011. Conditional registration was granted due to certain shortcomings

mentioned in the investigation report and the conditions that should be met

were informed from a gazette notification on 30.08.2011. Then

Chairperson of the UGC has sent a letter affirming that those conditions
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have been met and an investigative committee comprising the following
members has been appointed. Following an institutional review the
committee has reported that the institutional capacity is satisfactory.

1. Prof. RanjithSenarathne
ii. Mr. G. Ranepura
iii. Mr. Sujeewa Rajapakse
Recommendations

Ordering to send a detailed report with a copy to the Auditor General
including the facts mentioned below, to thecommittee before 08.03.2017.

i. The preliminary investigative report on the process from 2007to
2011,

ii. The gazette notification with the conditions,

iii. The manner in which how the authority was transferred from the
gazette notification dated 22.02. 2012 when there was 07 days left
for the completion of 6 months to meet the conditions.

iv. The request made by Mr. Neville Fernando on 05.05.2014

v. The manner in which how the Chairperson of the UGC has
informed the Ministry that SAITM has fulfilled the conditions.

vi. The detailed report that spells out the reasons for the rejection of
OASIS.

vii. Similarly, a detailed report on the committee appointed to examine
the status of the institute.

Present situation and reporting the progress

The above report requested by the committee has been presented to the
committee.

05. Summoning the University Grants Commission before the

committee again

Ordering to summon the University Grants Commission before the
committee again on March 10, 2017, including the former Chairperson of
the UGC, the former Secretary to the Ministry, the present Secretary to the
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Ministry, the present Chairman of the UGC and the relevant officials with
required documents.

Recommendations

To summon the University Grants Commission before the committee
again to investigate on granting approval to establish private degree
awarding institutions and especially the SAITM.

Present situation and reporting the progress

As decided by the committee, the University Grants Commission was
summoned before the committee on 09.03.2017 and 20.03.2017.

06. Academic Assistant

Inquiring whether the employees called ‘Academic Assistants’ in
Universities belong to the academic staff or the non-academic staff
category and they have a promotion process.

It was stated that this is an intermediate group and does not belong to either
the academic or the non-academic staff category and although the
Management Services Department has agreed to prepare a promotion
method for them it is yet to be finalized.

Recommendations

Ordering the National Budget Department to submit a report to the
committee within a week, outlining the reasons for not granting approval
yet.

Present situation and reporting the progress

The Director General of the National Budget Department in a letter
numbered BD/UNI/UGC/COPE/2011-2014 and dated 10.03.2017 has
informed that although the Management Services Department has held
several discussions with the UGC regarding this matter, the UGC is yet to
submit its recommendation report.
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Furthermore, the Management Services Department has informed that

attention can be drawn to this matter at the staff review scheduled in year
2017.
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Profit/ (Loss) or Net Surplus/ (Deficit) before Tax

Profit/ (Loss) before Tax

N Profit / (Loss) before Tax for the year
o Entity ended 315t December (Rs.)
2016 2015 2014
Airport & Aviation
1 Services (Sri | 6,908,594,354 2,378,125,373 | 5,496,029,765
Lanka) Ltd.
Financial Financial
2 Lanka Sathosa Ltd. [statements Not [statements Not (1,722,947,369)
Submitted yet  [Submitted yet
The Co-Oporative | . .
WholeSale Financial
3 . statements Not (539,887,014) | (313,971,655)
Establishment .
Submitted yet
(CWE)
4 People’s Bank 20,813,660,000 | 19,519,519,000 | 17,231,057,000
Nati 1 Lotteri
5 | auonal LOHEHES | 606.889,668 | 910,801,268 | 109,189,912
Board
1 Petrol
g | Ceylon Petroleum | o o0 013,000 | (19.885.780,000) | 1,129,025,000
Corporation
. Financial
Lank M 1
7 | A A tements Not 502,754,508 | 327,609,174
Sands Limited .
Submitted yet
Geological Survey
8 . 1,591,342,826 1,055,590,343 842,062,409
and Mines Bureau
Hingurana  Sugar Financial
9 g . & statements Not 1,508,406 (3,895,191)
Industries Ltd .
Submitted yet
. . |Financial
Ceyl Fish:
10 Cey OIrlati nls IS tatements Not | (259,917,474 | (119,187,790)
orporatio Submitted yet
Independent
11 | Television Network (69,600,043) 587,158,584 638,257,397
Limited
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Net Surplus/ (Deficit) before Tax (COPE —2017)

Surplus / (Deficit) before Tax for the
year ended 31 December (Rs.)

Commission

N
Entity

o 2016 2015 2014
National T rt

1 a lon?l . ranspo 224,637,178 158,735,053 162,252,416
Commission
Sri Lanka Tourism

2 Development 383,499,550 308,312,524 325,029,262
Authority
Central

3 Environmental 45,142,000 (72,318,000) (61,310,000)
Authority
Sri Lanka | Financial

4 Ayurvedic  Drugs | statements Not | 62,153,332 14,474,024
Corporation Submitted yet
Uni it Grant

5 MIVersity DTants |6 958,480 | 43,081,432 43,733,945
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